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hibited by this act, It such property 
alone was considered, I refer to that 
circumstance in which I spoke of 
operators in that pool having a com­
mon responsibility In carrying out 
their operations In conformity with 
the highest order of conservation. 
Therefore if an individual mighc 
have the right or if he might tem­
porarily be producing at a rate that 
did not indicate waste at that time 
it is out of proportion that it would 
not be at another time. I assume 
you 're asking is that legitimate or 
iH it not? 

Q. Do you understand that pro­
vision under that bill that any 
given field or area? 

A. Nobody is immune. 
Q. Wait a minute. Do you un­

derstand that under that provision 
of that bill that in any field, say 
a well is running ten thousand bar_ 
rels per day and not hurt anybody 
else? 

A. It depends on what the local 
conditions are. 

Q. From your experience could 
you let one well well run wild with­
out having any effect upon another 
well? 

A. If it is in the middle of ten 
thousand acres it would not hurt 
anybody, if it is up next to the line 
it would yes. It depends on the 
conditions. 

Q. In rateable takings, over a 
given field, in your interpretation 
of rateable takings, if a man had a 
well out there, thjt showed no par­
ticular condition to indicate there 
was any waste above or below 
ground would you put him on rate­
able takings or let him run wide 
open? 

A. I would put him on rateable 
takings. 

Q. Why? 
A. To conserve the gas. 
Q. I asked you if his waste, 
A. Here is an example, suppose 

he runs one thousand barrels a day 
and it onlv shows five hundred cubic 
feet of gas per barrel, suppose it 
run ten thousand barrels per day 
and it takes two thousand cubic 
feet of gas, it takes four times as 
much gas to produce that oil. That 
is the reason I say I would want an 
opportunity to go ovn this in de­
tail, I would not want to commit my­
self. If he has gas enough to pro­
duce ten thousand barrels per day 

it certainly ought to be produced 
under restrictions. 

Q. You have said that you ad-
vocate rateable taking. Can one 
man run more oil than another man 
because he. has got a better well? 

A. The condition you speak of 
may he an apparent condition. In 
other words, It may be a temporary 
condition, but If he pulls all that 
well he is affecting his ultimate re­
covery. In other words it don't 
make any difference how you pro­
duce your well, whether In the mld­
d le of a thousand acre tract or In 
thP middle of a one acre tract. 

Q. In other words, as you see It, 
to enforce your idea of conservation, 
the real tool you would use to do 
it would be rateable taking? 

A. Yes. 
Q. First? 
A. Yes. 
Q. Regardless? 
A. Yes. 
(On motion duly made and sec­

onded, the committee adjourned un­
til Thursday, July 23rd. at 9 o'clock 
a. m.) 

SE\'EXTH DAY. 
Senate Chamber, 

Austin, Texas, 
July 23, 1931. 

The Senate met at 9 o'clock a. m., 
pursuant to adjournment, and was 
called to order by Lieutenant Gov­
ernor Edgar Witt. 

The roll was called. a quroum be­
ing present, the following Senators 
an~wering to their names: 

RPrk 
Berkeley. 
Cousins. 
Cunningham. 
De Berry. 
Gainer. 
Greer. 
Hardin. 
Holbrook. 
Hornsby. 
Loy. 
Martin. 
Moore. 
Neal. 

Oneal. 
Parr. 
Parrish. 
Patton. 
Poage. 
Pollard. 
Rawlings. 
Russek. 
Small. 
Stevenson. 
Thomason. 
Williamson. 
Woodruff. 
Woodw'l.rd. 

Absent-Excused. 

Hopkins. 
Purl. 

Woodul. 

Prayer by the Chaplain. 
Pending the reading of the Jour­

nal of yesterday, the same.> was dis-
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pensed with on motion of Senator 
Woodward. 

Petitions and Memorials. 

(See Appendix) 

Committee Reports. 

(See Appendix) 

Bills and Resolutions. 

By Senator Loy: 
S. B. No. 9, A bi! Ito be entitled 

"An Act granting permission to Red 
River Bridge Company of Texas, and 
J. R. Handy of Grayson County, 
Texas, Receiver for the said Red 
River Bridge Company of Texas, to 
sue the State Highway Commission 
and the State of Texas, upon those 
two certain contracts purported en­
tered into by and between members 
of the State Highway Commission 
and Red River Bridge Company of 
Texas, on or about the fifth day of 
July, 19 3 0, relating to the acquisi• 
tion by the Highway Commissie>,n 
operated by said Red River Bridge 
Company, spanning the Red River 
between the cities of Durant, Okla­
homa and Denison, Texas; and de­
claring an emergency." 

Read and referred to the commit­
tee on Highways and Motor Traffic. 

Senators Excused. 

On motion of Senator Moore, Sen­
ator Hopkins was excused for the 
day on account of important busi­
ness. 

On motion of Senator Holbrook, 
Senator Woodul was excused for the 
day on account of important busi­
ness. 

Message From the Governor. 

River between Denison, Texas, and 
Durant, Oklahoma. 

Before the beginning of the con­
struction of this free bridge by the 
respective states it became neces­
sary, on account of certain litigation, 
brought by the Red River Bridge 
Company, the owners. of the toll 
bridge, for the Texas Highway Com­
mission to make certain contracts 
with the bridge owners, whereby 
this litigation would be dismissed. 

About the time of the completion 
of this free bridge by the respective 
states there arose a difference of 
opinion between the Texas Highway 
Commission and the bridge company 
as to the meaning or construction of 
the contract, which resulted in the 
bridge company filing a suit in the 
United States District Court at 
Houston, Texas, and obtaining an in­
junction against the Highway Com­
mission of Texas and their employ­
ees, enjoining them from opening 
the free bridge on the Texas side 
and also commanding them to keep 
it closed until a settlement could be 
obtained upon said contract. 

This injunction is still in force and 
it appears that this litigation will 
be long drawn out. Therefore, I feel 
that it would be to the best interest 
of the State of Texas that the Legis­
lature pass a bill permitting the 
bridge company to sue the State of 
Texas. I am reliably informed that 
if this should be done the injunction 
will immediately be dismissed and 
the bridge be immediately opened 
for the public use. 

Respectfully submitted, 
R. S. STERLING, 

Governor of Texas. 

Senate Bill No. 9. 

Unanimous. consent was granted 
The Chair recognized the Door- Senator Loy to take up the fol!owing 

keeper, who introduced a messenger bill: 
from the Governor with the follow- By Senator Loy: 
ing message: • S. B. No. 9, A bill to be entitled 

Executive Office. 
July 22, 1931. 

To the Senate and House of Repre­
ssentatives, Forty-second Legisla­
ture: 
I beg to submit herewith what I 

deem a real emergency, and I beg 
of you to give it your prompt and 
earnest consideration. 

The Highway department of Tex­
as and Oklahoma have recently com­
pleted a free bridge across the Red 

3-Jour.-1 

"An Act granting permission to Red 
River Bridge Company of Texas, 
and J. R. Handy of Grayson County, 
Texas, Receiver for the said Red 
River Bridge Company of Texas, to 
sue the State Highway Commission 
and the State of Texas, upon those 
two certain contracts purported en­
tered into by and betwEen members 
of the State Highway Commission 
and Red River Bridge Company of 
Texas, on or about the fifth day of 
July, 1930, relating to the acquisi-



66 SENATE JOURNAL. 

tion by the Highway Commission 
operated by said Red River Bridge 
Company, spanning the Red River 
between the cities of Durant,. Okla­
homa and Denison, Texas; and de­
claring an emergency." 

On motion of Senator Loy the con­
stitutional rule requiring bills to be 
read on three several days was sus­
pended and S. B. No. 9 was put on 
its second reading by the following 
vote: 

Beck. 
Berkeley. 
Cousins. 
Cunningham. 
DeBerry. 
Gainer. 
Greer. 
Hardin. 
Holbrook. 
Hornsby. 
Loy. 
Martin. 
Moore. 
Neal. 

Yeas-28. 

Oneal. 
Parr. 
Parrish. 
Patton. 
Poage. 
Pollard. 
Rawlings. 
Russek. 
Small. 
Stevenson. 
Thomason. 
Williamson. 
Woodruff. 
Woodward. 

Absent-Excused. 

Hopkins. 
Purl. 

Woodul. 

The rule requiring committee re­
ports to lie over 24 hours was sus­
pended by a unanimous vote. 

The committee report, carrying an 
amendment, was adopted. 

The bill was read second time and 
passed to engrossment. 

On motion of Senator Loy the 
the constitutional rule requiring bills 
to be read on three several days was 
suspended and S. B. No. 9 was put 
on its third reading and final pas­
sage, by the following. vote: 

Beck. 
Berkeley. 
Cousins. 
Cunningham. 
DeBerry. 
Gainer. 
Greer. 
Hardin. 
Holbrook. 
Hornsby. 
Loy. 
Martin. 
Moore. 
Neal. 

Yeas-28. 

Oneal. 
Parr. 
Parrish. 
Patton. 
Poage. 
Pollard. 
Rawlings. 
Russek. 
Small. 
Stevenson. 
Thomason. 
Williamson. 
vVoodruff. 
Woodward. 

Absent-Excused. 

Hopkins. 
Purl. 

Woodul. 

Read third time and finally passed 
by the following vote: 

Beck. 
Berkeley. 
Cousins. 
Cunningham. 
Deberry. 
Gainer. 
Greer. 
Hardin. 
Holbrook. 
Hornsby. 
Loy. 
Martin. 
Moore. 
Neal. 

Purl. 

Yeas-28. 

Oneal. 
Parr. 
Parrish. 
Patton. 
Poage. 
Pollard. 
Rawlings. 
Russek. 
Small. 
Stevenson. 
Thomason. 
Williamson. 
Woodrutr. 
Woodward. 

Nays-1. 

Absent-Excused. 

Hopkins. Woodul. 

Message from the House. 

Hall of the House of Representatives 
Austin, Texas, July 23, 1931. 

Hon. Edgar Witt, President of the 
Senate, 
Sir: I am directed by the House 

to inform the Senate that the Hon­
orable Thomas P. Gore, United 
States Senator from the State of 
Oklahoma, has been invited to ad­
dress the House at 10: 00 o'clock a. 
m., today, Thursday, July 23, 1931. 
The Senate is invited to be present 
for the address. 

The House has adopted the fol­
lowing resolution: 

H. C. R. No. 4. requesting the 
Governor of Texas to call a meeting 
of Governors of all cotton produc­
ing States. 

Respectfully submitted, 
LOUISE SNOW PHINNEY, 

Chief Clerk, House of Representa­
tives. 

Invitation Accepted. 

The invitation extended by the 
House to hear Hon. Thomas P. Gore 
was accepted by the Senate. 

I 
S. C. R. No. 2. 

Senator DeBerry sent up 
lowing resolution: 

the fol-
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Whereas, Agriculture and livestock 
raising are the basic industries in 
the State of Texas and have· brought 
to the producers and workers in 
those industries a continuing series 
of losses during the past decade, due 
partly to other causes and partly to 
a combination of ever increasing 
freight tariff combined with great 
distances from ultimate markets of 
the products of such industries, the 
costs of transportation of said prod­
ucts under said freight tariff sched­
ules in many instances exceeding the 
market value of the agricultural, or 
livestock commodity at destination; 
and, 

Whei;eas, The agricultural and 
livestock industries of Texas and the 
South west can not fully recover from 
the distressed condition in which they 
now are, in the absence of more 
favorable freight rates and tariffs for 
the commodities of such industries, 
and particularly is the condition at 
this time such as that a further in­
crease in the freight tariff schedules 
on the products of the farms and 
ranches of Texas and the Southwest 
would be disastrous, and would in 
effect absolutely deprive the farmers 
and stoclt raisers of Texas and the 
Southwest of their markets for their 
products; and, 

Whereas, During the past decade 
freight tariff schedules of the rail­
roads of the Nation and of Texas and 
the Southwest have been constantly 
appreciated or increased until at this 
time they are generally higher then 
ever before, and the market values 
of agricultural and livestock prod­
ucts, as well as every other commodi­
ty of trade in this country, have 
grad ual!y depreciated or decreased 
untii at this time they are at the 
lowest peak average in two decades, 
there being no response of freight 
rates and tariff schedules to the dis­
tressed market values or. the com­
modity transported under said rates 
and schedules with the attendant re­
sult that such rates and schedules 
now are disproportionately high and 
are basically and economically exces­
sive, and there being considered by 
the Interstate Comme;rce Commission 
of the United States at this time a 
joint application of the principal rail­
road transportation systems of the 
United States, including those op­
erating in Texas, for an increase in 
the rates permitted to be ·charged by 
them for commodities transported, 

which 15 % rate increase is not only 
not justified under present condi­
tions but would prove to be disas­
trous to the agricultural and live­
stock interests of this state; there­
fore be it 

Resolved by the Senate of the 
State of Texas, the House of Repre­
sentatives concurring, That we do, by 
these presents, petition as the duly 
elected representatives of the people 
of Texas and for them petition the 
Interstate Commerce Commission not 
to allow the 15 % general increase 
in freight rates and schedules as 
applied for by the common carriers 
of the country, and that we do re­
spectfully urge said, Interstate Com­
merce Commission, seriously to study 
conditions with the view of bring­
ing about substantial reductions in 
the cost of transportation of agricul­
tural and livestock commodities and 
products, and resolve further that 
the Secretary of the Senate and the 
Chief Clerk of the House be, and 
they are hereby instructed and di­
rected, each of them, to send a cer­
tified copy hereof to each of the 
members of the Interstate Commerce 
Commission. 

DEBERRY. 
WOODRUFF. 

Read and adopted. 

~SS. 

On motion of Senator Woodward, 
the Senate, at 9: 48 o'clock a. m., re­
cessed until 11 o'clock a. m. 

After Recess. 

The Senate met at 11 o'clock a. 
m., pursuant to recess, and was 
called to order by Lieutenant Gover­
nor Edgar Witt. 

Adjournment. 

On motion of Senator Woodward, 
the Senate, at 11: 03 o'clock a. m., 
adjourned until 9 o'clock tomorrow 
morning. 

-APPENDIX. 

Petitions and Memorials. 

Austin, Texas, July 22, 1931. 
Hon. Edgar E. Witt, Lt. Governor, 

and Members of the Senate. 
Austin, Texas. 

Drnr Col!eagues:-

Your kindly consideration of me 
in my recent bereavement in the loss 
of my beloved brother, and the only 
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father I ever knew, John F. Martin, 
will be a cherished memory with me 
so long as my own life's lamp holds 
out to burn. We all know that one 
must bear such burdens alone, still 
we realize that the burden is much 
lighter when one realizes that 
friends sympathize. 

My brother's family join me in 
grateful expressions of appreciation 
of your thoughtfulness in sending 
representatives from this depart­
ment in the persons of Senator Poage 
and Senator Loy to my brother's fu­
neral. and in the floral offerings. all 
of which made our burdens much 
easier to bear. 

We thank God for such friends. 
It is our sincere wish and prayer 
that each and all of you may at all 
times be surrounded by such friends. 

Gratefully your, 
WILL M. MARTIN. 

('ommitt<'<' on Engrossed Bills. 

Committee Room. 
Austin, Texas, July 23, 1931. 

Hon. Edgar E. Witt, 
President of the Senate. 

We. your Committee on Engrossed 
Bills, have had Senate Bill No. 9 
carefully examined and compared 
and find same correctly engrossed. 

HARDIN, Chairman. 

Committee Reports. 

Committee Room. 
Austin, Texas, July 23, 1931. 

Hon. Edgar E. Witt, 
President of the Senate. 

Sir: We. your committee on State 
Highway and Motor Traffic, to 
whom was referred 

S. B. No. 9, have had the same un­
der consideration, and I am instucted 
to report it back to the Senate with 
the recommendation that it do pass. 
with Committee Amendment and be 
not printed. 

HARDIN, Chairman. 

Committee Amendment. 

Amend Senate Bill No. 9 by insert­
ing after the word "Whereas" and 
before the word "it" in the first line 
of the third paragraph of said bill 
the following: "although the Legis­
lature does not admit that the Red 
River BridgP Company or the said 
Receiver T. R. Handy has a valid or 
just claim against the Highway Com­
mission." 

TRANSCRIPT OF TESTIMONY. 

Thursday, July 23rd, 1931, 9:30 
a. m. 

The committee convened at 9: 3 O 
a. m. and. adjourned until 11 o'clock 
a. m. 

11:00 a. m. 

The Chairman: Mr. Foran ad­
vises me that it will take him about 
ten minut~s to prepare his exhibits 
and then proceed with his testimony 
and we will just stand at ease for 
about ten minutes until he is ready. 
Upon reconvening the following pro­
ceedings were had. 

Mr. Barker: Mr. Chairman, I 
would like to ask the witness two 
or three questions in connection with 
where we ended yesterday afternoon. 

The Chairman: Who had charge 
of the witness yesterday afternoon 
when we adjourned? 

Senator Woodward: Senator De­
Berry. 

Senator DeBerry: I want to ask 
him two or three more questions. 

The Chairman: Senator DeBerry 
you did not conclude yesterday after~ 
noon? 

Senator DeBerry: No, I want to 
ask him a few more questions then I 
will get through very quickly. I feel 
like I have taken up more than my 
share of the time but I want to go 
just a little bit further. Mr. Foran, 
yesterday afternoon I was asking 
you some questions with respect to 
rateable takings, and my definition 
for that is proration whether you 
agree with that or not, it is prora­
tion to me. If I understood you yes­
terday you made the statement y"u 
did not think conservation could be 
accomplished without rateable tak­
ings accompanying it, is that so? 

A. Yes, sir. 
Q. Will you explain just what 

you mean by rateable tdkings• 
A. Rateable takings in my opin­

ion implies rateable production, of 
course. If takings are rateable it is 
a reasonable or natural consequence 
lhat production must be rateable 
also. Rateable production in my 
opinion is the taking or withdrawing 
of oil in proportionate amount of the 
oifferent wells' ability to produce oil 
without concurring or incurring 
physical loss. 

Q. Yesterday afternoon I ques­
tioned you some about this specific 
bill, do you know enough about this 
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bill to know that in its definition of 
waste, and as it includes all defini­
tions previously adopted· in the 
statute, do you think that under 
those definitions that all ideas of 
waste that you are theoretically con­
cerned with are theoretically taken 
care of? 

A. I do. 
Q. In rateable takings would be 

violator and the nonviolator in the 
field be penalized alike, that is if any 
consider rateable takings a penalty, 
which it may or may not be? 

A. Under rateable takings or 
rateable production there could not 
be any violators, so I am unable to 
answer ~our ·qestion. 

Q. Do you th'ink in fields some 
companies intentionally disregard 
this equation you discussed yester­
day to some gentlemen? 

A. I think that has been the case 
in certain limits, yes. 

Q. Would that not leave you to 
say or leave you to believe or leave 
you to know that if you took rate­
ably all would be benefited or penal­
ized alike? 

A. I do not see how they could 
be penalized by rateable production. 

Q. The question I am seeking to 
bring out, you stick to the ideal, I 
will ask you under a condition not 

· ideal, suppose the Board that had 
the power to exercise these rules, 
suppose they were ignorant or mali­
cious, wouldn't they all be penalized 
or helped alike? 

A. As I understand it the bill 
calls for the Board to have public 
hearings, and I cannot conceive of 
them being ignorant or acting mali­
cious in the face of a proper publi:c 
hearing. 

Q. It would be sufficient to say 
that the amount of oil each well pro­
duces, without taking into considera­
tion it's polential probabilifles, the 
rule would be applied a1yi:e, is that 
right? 

A. Yes, sir. 
Q. Now, under your idea of try­

ing to make, as you say all hazards 
are alike? · 

A. Yes, sir. 
Q. Therefore, the benefits are 

more or less common under an ideal 
condition, how far do you think this 
ideal condition should be carried? 
Do you think it should be carried to 
the extent that the pool be operated 
as a unit? 

A. If that is possible, yes, that 

is the ultimate objective, and the 
most desirable objective, however in 
my opinion that calls for a process 
of development or evolution if you 
please. 

Q. Now ·could a field be unitized 
unless it were under one general 
management? 

A. I believe an appoach to the 
same results and same conditions of 
the ideal unitization can be accom­
plished through proper regulation, 
and approach to it. 

·Q. I am trying to get you off 
your theoretical pedestal, and down 
to a practical application if I can. 

A. I am speaking purely as a 
practical matter. My experience as 
a production engineer has all been 
directly in the field not from text 
books or offi.ce practice. 

Q. I do not mean to lecture you. 
but I am trying to get you away 
from your theory. I want to know 
if in the East Texas pool for instance 
in your opinion a reasonable ap­
proach to that ideal condition can 
be accomplished other than putting 
the field under one management? 

A. Yes, sir, I believe it can, to 
a much better state of affairs than 
it is at the present time. 

Q. Do you think it could go far 
enough to where it would be satis­
factory to the extent That you would 
not then advocate a unitized field, 
to carry that field even if necessary 
and put it under one management? 

A. To unitize that field is the 
final objective of all conservation 
efforts. 

Q. Then do I understand you you 
would advocate in the name of con­
servation a unitized field to the ex­
tent of putting it under one man­
agement? 

A. I advocate that as a final ob­
jective, but not at one step. 

Q. Then with the various and 
sundry owners in the field, if you 
could not reach the conservation to 
the extent you want to reach you 
then would-recommend that the field 
then be placed as one unit under one 
management and one ownership? 

A. I am not familiar with your 
question. 

Q. I will repeat it. If under the 
working of this bill and this com­
mission you do not get force enough 
to your id.ea! of conservation you 
then would re.commend that the field 
be placed as one unit under one 
management and one ownership? 
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A. I would first give It a trial 
under this bill and then judge the 
results. I do not wish to theorize, 
I wish to face to face strictly to 
sufficient and normal practices. 

Q. Don't you think we have to 
theorize in passing this first bill? 

A. Not within the limit I don't 
believe. 

Q. Do you think the bill will go 
far enough? 

A. I think as a starting I cer­
tainly do. 

Q. Would you care to say how 
far you think it would come to 
your ideal of conservation? 

A. I think for the immediate fu­
ture it will accomplish the prime 
compass of conservation, and that 
any further step from there will be 
based upon experience gained. 

Q. Under rateable takings you 
have to go further and accept the 
common purchaser of production, 
the common purchaser theory do you 
not? 

A. I have not analyzed that par­
ticular thing, I have only studied 
the production phases of it, that is 
applied to the pipe line, that Is de­
livery to the pipe line, beyond that 
I did not study the phases of those 
other bills. 

Q. Study it about half a minute 
and see how you would answer. If 
you go into working rateable takings 
and make pipe lines take rateably 
they would have to store or purchase, 
would they not, If you force rateable 
takings the people that take it have 
to store It or purchase It, would they 
not. to make it practical? 

A. Not necessarily have to store. 
I would think that if the allowable 
for the different fields is kept with­
in the limit of the demand for that 
field I cannot conceive of anything 
going to storage. 

Q. They have to store It If they 
bought it? 

A. Yes, sir. 
Q. Then to carry out your ideal 

then the common purchaser or pro­
duction goes hand in hand with rat­
able takings? 

A. I don't know what the com­
mon purchaser law, the provisions 
in it's present form, I don't know 
what that is, I haven't studied that. 

Q. I am not talking about the 
present law, we are talking about 
ratable takings as you now recom­
mend them. I asked you you will 

have to accept common purchaser 
to that extent, will you not? 

A. Let me amplify my definition 
of ratable takings. Ratable takings 
follow, In my opinion, ratable pro­
duction, and If we deal with ratable 
production, ratable takings then con­
form to the production. 

Q. Well, does ratable purchasing 
apply? 

A. Certainly, If ratable produc­
tion is in force. 

Q. Now, if the big oil companies 
became mercenary, and we all admit 
that they either or can be, if they 
are mercenary, and you are going 
to make them take ratably and buy 
ratably don't you then practically 
make a monoply out of the big in­
terest, the large oil interest? 

A. No, sir, I don't believe so. 
Q. Why? 
A. If the ratable production is 

carried on in comformity with the 
law it is obligatory that the takings 
will be ratable. The possibility of 
physical waste is produced from the 
producing reserves. 

Q. I have heard you say that be­
fore. 

A. That is the limit of my know­
ledge with respect to that. 

Q. The reason I am asking you 
this question Is because that I as a 
Legislator, credited with the author­
ity and intelligence, which may be 
doubtful, I have got to take into 
consideration what will be the final 
result. Now if to secure conserva­
tion as you see it I see I have pro­
duced a monoply, Isn't that a matter 
for me to consider as a question of 
public policy? 

A. Yes, sir. 
Q. I was trying to get you to say 

whether you thought it would trend 
in that direction, or Is liable to lead 
to that condition. 

A. I am not familiar" enough with 
the workings of the provisions of the 
pipe line law to state. I have con­
fined my studies strictly to the pro­
duction, to the reserves in the fields 
and the transit to the surface. 

Q. If you were me, and you were 
able to carry out your conservation 
program and you still had the little 
guy, and the big company, wouldn't 
you scratch your head? 

A. I, some years ago, observed 
ratable production on a very large 
scale, when there was an enormous 
production at Mexia, Wortham, Pow­
ell, Smackover and various other 
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places as a conservation officer of the 
Unlted States, and we w.ere able to 
assist as much as it was possible to 
assist producers of the fields to cur­
tail their productions to conform to 
the market demand. That called for 
ratable production. Ratable pro­
duction took place in the Salt Creek 
field over a period of eighteen 
months and was pronounced a suc­
cess by the highest conservation of­
ficial of the United States Govern­
ment. I therefore speak with some 
authority when I answer your ques­
tion in the negative. I do not be­
lieve it will ever constitute a mo­
nopoly. 

Q. I have been requested to ask 
you what is the difference between 
ratable taking according to the way 
you see it and ratable rating? 

A. Ratable rating? 
Q. Yes, sir. Now, go ahead, yon 

have got me in deep water. 
Senator Purl: What is ratable 

taking, and what is ratable rating? 
A. Ratable rating? 
Q. Yes, sir. 
A. I don't understand you. Do 

you mean ratable production? 
Q. No, sir, ratable rating? 
A. I have nev.er heard of that 

term used in production. You have 
now used the term ratable rating. 

Q. Do you know what it is? 
A. I have never heard of it be­

fore, no sir. 
Senator Oneal: I want to aslc 

you two or three questions, if you 
will turn back to your East Texas 
map there, or dra.wings? 

A. For the sake of convenience, 
this is North, that is South, this is 
East and that is West. That will 
save the elevation of it. 

Q. Now, y·ou have been defining 
to Senator DeBerry ratable taking. 
I would like for you to illustrate 
this-taking the fi.eld as you now 
know it, if ratable takingt would be 
in that East Texas Field as it now 
exists. 

A. The field comprises an area 
of one hundred and twenty thousand 
acres and at the present somewhere 
over twelve hundred producing wells. 
Those twelve hundred producing 
wells by reason of their various loca­
tions in the pool, of course, have 
variable producing abilities without 
producing waste. In other words, 
if they can produce at different 
rates in the field due to natural cir­
cumstances they will not all produce 

the same amount of oil if held under 
what we consider uniform condition. 
Ratable taking then, for example, 
if any area of the field has prolific 
wells which can produce in a non­
wasteful manner they should be al­
lowed to take out an amount of oil 
in their particular area which will 
not endanger another area in the 
same field. Since there are num­
erous wells in that area of different 
producing abilities it is more eco­
nomical to see that those which have 
the superior producing ability be al­
lowed to produce proportionately 
more of the total allowable than one 
of lesser producing ability. 

Q. What would be the effect on 
the wells shown in red where the 
water is not coming under? 

A. A very good example of that: 
I stated yesterday one of the wells 
in the middle of the field, in this 
area in here, as far in as two miles 
from the west edge. You see the 
scale there-that is two miles. Wells 
have been known to make water in 
an area which was in March re­
garded as immune from any water 
trouble in the immediate future. 
Those wells on account of being 
fairly wide open themselves, they 
themselves, wide open, would not 
have produced water, but inasmuch 
as dozens of other wells off setting 
them and competitive producing 
wells were unrestricted, this is prior 
to the order of any regulation over 
there, naturally the water started 
rising prematurely under some wells 
with respect to other wells and the 
result is that wells producing two 
thousand barrels a day which showed 
no water showed those effects at 
nine thousand barrels a day. I do 
not mean to imply all wells would 
have done that at all, but this par­
ticular well was drilled close to the 
water table. It did not produce 
water with the first eighty thousand 
barrels of oil recovered and there­
fore everybody felt secure, since the 
first eighty thousand barrels pro­
duced no water and they said "There 
is no water hazard," but when the 
Deputy Railroad Commissioner asked 
for them to open up the well to ob­
serve if there wasn't a hazard in 
the middle of the field, there is the 
results in less than two hours time. 
Now, you might say, how about on 
the west edge, isn't it natural the 
water ls inherent there and therefore 
not a hazard which is responsible for 
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lack of regulations? I might say 
that our four wells drilled in West 
Kilgore, one of them showed water, 
so after another one showed water, 
then the offset well to the east of 
it, admittedly a somewhat lesser 
hazard, decided it would be advisable 
to penetrate the sand very little, 
so instead of drilling five, six or 
eight feet In the sand, they drilled 
only eighteen inches. I speak of 
the Shell Petroleum Company's well 
No. 1 in the West Kilgore area. Late 
in May I visited the well with a 
deputized representative of the Rail­
road Commission and talked to the 
pumper and lease foreman and asked 
him if I might take a sample to 
observe its condition. I noticed in 
the salt water pit down below a 
coup!•' of hundred barrels a day 
going into it, and he told me to 
take the sample. This is the result. 
Now, I say in spite of anything pos­
sible he could not have drilled much 
less than eighteen inches In the sand 
and had anything like a well, so as 
little as he did drill you see what 
the hazard is. That was at a depth 
of approximately thirty-three hun­
dred and thirteen feet sub-sea, or 
seven feet above the indicated water 
level. What happened? The rapid 
withdrawal of water up in here, 
not in the water area at all, resulted 
in the rapid withdrawal of oil and 
gas in this area. Maybe the gas 
ratio was low, but the rapid with­
drawal of an enormous amount of 
fluid and gas that way, no matter 
how apparently efficient those wells 
resulted in a decline in the pressure 
in that area. A decline means less 
resistance, so the water which is a 
potential force at all times, the 
water held in to equalize, tending to 
equalize that pressure, in its dis­
orderly travel due to its high rate 
of speed it naturally treats some 
wells one way and another wells an­
other way. 

Q. Let me ask you this question: 
Under your theory of rateable tak­
ing would you have the Commission 
to regulate the depth into the sand 
that any particular well might be 
drilled. 

A. I think it should be. When 
a field is being newly developed I 
would rec om mend conservative meas­
ures along those lines for the simple 
reason that those opposed to regu­
lation said that there was no water 
in here, look at the millions of bar-

rels that have been taken out and 
still no water, but since then 1 know 
of several wells in there that have 
shown water. Some were success­
fully plugged back, others were not, 
and the number of wells producing 
water is increasing. 

Q. Taking the field as you kno'v 
it today, for further development 
under ratable taking, would you 
have the Commission to fix the depth 
into the sand that each new well 
could go? 

A. There would have to be cer­
tain limits, In a law of that type 
drawn to be broad enough so as not 
to penalize certain operators, but 1 
do think something should be regu­
lated with respect to the depth of 
penetration where there is a water 
hazard in the immediate vicinity of 
a well. If you suspect there is a 
hazard, but don't know it, be safe. 
In other words, make conservative 
penetration and observe the results 
and then regulate on the basis of the 
observed results. 

Q. Taking the field as it Is now, 
with some of the wells into the 
water, others safe from water so far, 
what is your theory of ratable taking 
in that field as to fixing the amount 
from the wells in the different sit­
uation? 

A. Those are matters for the op­
erators as a group in all of these 
fields. If any one operator retained 
all of his oil information and did 
not advise with the others and ex­
change information, the total knowl­
edge of the field would not be avail­
able to any operator. They have 
therefore set up advisory committees 
composed of operators of all classes, 
with respect to their size, the small­
est independent and the larger one. 
Those advisory committees discuss 
certain problems which they have in 
common and advise and recommend 
on that basis only. They do not 
execute. 

Q. My question is not with re­
spect to what the operators are do­
ing, but what you would have the 
Commission, charged with making 
this ratable taking do, in that field, 
in order to get economic ratable 
taking out of the field as it exists 
today, under a body authorized by 
this legislature to fix that ratable 
taking. What is your theory about 
that? 

A. The manner In which they 
arrive - - - -
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Q. (Interrupting) Yes, sir, for 
this new Commission, or the o!tl 
Commission, which ever it is, what 
is your theory about how they would 
adjust it, as to the wells in exist­
ence, and new wells coming in? 

A. That would be a problem of 
cooperation between the operators' 
advisory committee and the Com­
mission which .executes the orders, 
and to answer that question right 
now I would say that it should 
carry on in an advisory manner much 
in the same manner as the coopera­
tion between the United States Bu­
reau of Mining Engineers and op­
erators on the public domain. 

Q. Suppose some of the operators 
will not cooperate and the commis­
sion is stil1.charged with that duty? 

A. There should be penalties in 
cases like that, that after a hearing 
which indicates some operators are 
damaging the whole, but not damag­
ing the particular property on which 
the well is located, there should be 
provision for penalties under those 
considerations, for this reason, that 
one violator in the face of a hazard 
can cause damage to property at 
several times the value of his own 
well. 

Q. If this authority for ratable 
taking is given to the Commission 
will that not require a considerable 
corps of highly trained experts to go 
in to these fields? 

A. I would not say so, so much, 
Senator, because we have fields in 
Texas today that in spite of the fact 
the Commission has not had a corps 
of expert engineer, or otherwise, the 
operators among themselves-it is 
noticeable that where there are a 
few operators to deal with it is not 
difficult to get together, but where 
there are so many operators to deal 
with it becomes increasingly diffi­
cult. I mentioned yesterday of a 
well being 2 9 degrees oftthe vertical. 
The operator had never drilled a well 
before so he decided on an innova­
tion in the field. In East Texas there 
are very many operators who are op­
erating or drilling for oil for the first 
time, and it is clear that some sort 
of regulation Is necessary. Some sort 
of regulation to incur penalties and 
enforce rules are for the common 
good of all. 

Q. Now, would you apply the 
ratable taking-we have discussed it 
with reference to one field-would 

you apply it to all fields now produc­
ing with reference to each other? 

A. I think so, for this reason. 
In the State of Texas today we have 
enormous resources of valuable and 
recoverable oil, in west central Texas 
and in north Texas. Those wells 
were drilled and compl'e,ted at a 
time when oil was much higher than 
the present price, and in as much as 
those were shallow fields and did not 
have enormous energy at the start, 
their rate of recovery is much 
slower, however, that recovery is 
just as certain, but they are produc­
ing unnecessarily large amounts of 
oil in some districts, which has 
acted in the form of premature aban­
donment in these fields that still 
have good resources left. That con­
stitutes physical waste in its purest 
sense. For that reason I believe 
that in the State of Texas the con­
servation problem should be treated 
as a whole. In that case, every field 
should be taken into consideration 
by the common body. I think it 
should.-

Q. Now what is your theory of 
what would be equitable as between 
East Texas and the old West Texas, 
and other fields in Texas? 

A. There is a certain demand for 
oil produced in the State of Texas. 
Oil is of different grades. Some 
produce naptha, gasoline, lubricating 
products, etc., and that may vary 
from season to season and from 
month to month; and from this you 
can see that for this reason the 
amount of oil to be withdrawn from 
this pool may vary from time to 
time, but the balance between them 
and the regulation of the produc­
tion between pools, which does not 
result in waste, in a particular pool, 
but does produce waste in some, that 
otherwise would be prematurely 
abandoned. Under those conditions 
I think that some regulation should 
be made taking Into consideration 
the different pools in the State. 

Q .. Then you do take into consid­
eration market demand in that? 

A. In my opinion market demand 
is the reason we produce oil, and 
certainly I do not understand how 
we could avoid market demand, be­
cause If there was no market demand 
there would be no production of oil. 

Q. That Is all, Mr. Chairman. 
Mr. Stevenson: Mr. Chairman, I 

want to ask a question. 
The Chairman: All right, sir. 
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Senator Stevenson: Mr. Chair­
man, there is some alarm among 
land owners that has been brought 
to my attention. That is this, that 
if this plan is adopted, a wildcatter 
might be discouraged from goin.~ 
into a new field because if he got a 
large well his outlet might be re­
stricted, and there might not be the 
Incentive there is now for wildcat­
ting. As I understand this rateable 
taking would not apply until there 
was a number of wells in the field, 
and waste would not necessarily be 
controlled until there was a number 
of wells. I would like to have a 
direct answer to that question. 

A. I can say that I concur with 
you entirely. Until a few wells are 
drilled in the field, it is difficult to 
measure the physical hazards which 
result in physical waste. Therefore, 
it would not be a deterrent to wild­
catting or the development of new 
resources at all. 

Questions by Senator Woodul. 
Q. This map shows wells one, 

two, three and four. Wells one, two 
and four, are wells drilled over the 
water area, and we!J number three is 
drilled beyond the water area on 
either side? 

A. Yes. 
Q. About equal distance from the 

edges of the water table on the two 
side::; of it I 

A. Yes, sir. 
Q. ls there a water hazard In 

weli number three left wide open? 
A. We!J, number three was the 

one away from the water in each 
case and wide open-is not an im­
mediate water hazard, but the regu­
lation of that weli is necessary to 
control the water on both sides of it, 
because being a member we!J of a 
common pool, any action at that we!J 
has a reaction on the pool as a whole. 
The magnitude of that reaction de­
pends upon the closeness of that we!J 
to other wells, and its proximity to 
water hazards. 

Q. I take it that we!J up there is 
what you are talking about. 

A. Yes, sir, that is the Lathrop 
discovery well. 

Q. Now, that well is nea:r the up­
per edge of the oil deposit in the 
pool; is that true? 

A. Yes, sir. 
Q. As I understand it, you had 

another exhibit yesterday. 
A. If you will pardon me, I have 

it right here at hand. 

Q. That Is exhibit A. Well num­
ber four? 

A. Yes, sir. 
Q. We!J, now, If number four, 

left wide open to flow, would that 
well numbet four have a relatively 
or proportionately higher recovery it 
run unchecked than it would if 
pinched in under the ratable taking 
theory? 

A. Pinched in under ratable tak­
ing or under ratable production 
practice, it would have more, for 
this very simple and widely recog­
nized reason; in no pool in the United 
States to date has there ever been 
gas reserve sufficient to recover all 
the oil. Therefore, it is inherent 
that by our methods of production 
we have Insufficient energy to drive 
al! of the oil into the "bole by the 
natural gas energy. The function of 
gas is to drive oil In to the bole and 
lift it, but if it fails to show the 
flow that Is of no consequence, but 
if it fails to deliver all of the oll 
into the bole, that Is physical waste. 

Q. Well, Is it possible to conserve 
the gas pressure in well number two 
so as to give it the highest potential 
production possible, and at the same 
time to throw It out of line with 
other wells in ratable takings? 

A. Well, I would say If you have 
the privilege of throwing It out of 
line with other wells, if you throw 
it out of line with other wells that 
are being pinched, if there is pinch­
ing of those other wells, which main­
tain the reservoir pressure, will cause 
a super production to that we!J to 
which is not equitably entitled. 

Q. Then well number two is In 
a less advantageous position than 
well number four with reference to 
their ultimate recovery? 

A. Yes, sir. 
Q. Then a ratable taking Jaw 

would restore to well number two 
some of the advantages that naturally 
adhere to well number four? 

A. If you are going to deal with 
the subject of conservation, then we 
must deal with the pool as a whole. 
If we are dealing with the subject of 
conservation we must deal with the 
pool as a whole, as any group of 
we!Js have a reaction on other wells 
in that neighborhood. 

Q. So, when you talk about con­
servation, you have in mind the 
highest possible recovery from the 
entire group? 

A. Yes, sir. 
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Q. As a unit? 
A. Yes, sir. 
Q. Then as a purely State stand­

point, taking the proposition as a 
whole, taking no interest in any in­
dividual operator, theoretical or 
otherwise, .if the State comes in 
there and attempts to protect num­
ber two from the water hazards of 
improper development and operation 
by number three-

A. That protection is equitable,-­
therefore I assume he is entitled to 
that State protection. 

Q. Then would you say that if 
number four's well is operated on 
his premises in such a way as not 
to impair the ultimate recovery from 
the field as a unit, but so operated 
as to give the owner of the premises 
on which the well is operated, a 
relatively high recovery of oil, is 
it inequitable to number four? 

A. That higher recovery is a.t 
the expense of a lower ·recovery 
somewhere else. If you reverse the 
principle and apply the same picture, 
do you believe this man should reck­
lessly drill into the water because 
he could get more oil directly. It 
will be bringing oil to his well at 
once, but it will be damaging to 
those other wells. I think the man 
up structure needs the cooperation of 
the man here, and the man here 
needs the cooperation of the man 
over here; that is common knowl­
edge. 

Q. That is just on a theoretical 
question of equities and not on the 
ultimate recovery of the field as a 
unit? / 

A. I am speaking of ultimate re­
covery in the field. 

Q. I am not quite clear; I under­
stood you to say a while ago that 
if well number four was so operated 
as to give it the greatest output 
recovery, and at the same. time not 
be a hazard to the others in the 
field -

A. If you will give it its ulti­
mate recovery and not be a hazard 
to any other ratable production is 
the only manner in which it would 
have to be produced. 

Q. Ratable production then 
would reduce the amount of oil you 
would ultimately recover from num­
ber four? 

A.- No, sir. It more efficiently 
utilizes the gas energy within the 
drained area of his well and he 

would get more ultimate production 
than if he flowed the well wide open. 

Q. I understand; the point I am 
trying to make clear in my mind, 
would it be possible for well num­
ber four to be so operated and the 
gas pressure to be· so cons'erved 
that he would get a greater recov­
ery than he would to flow it wide 
open and take his flush production? 

A. No, for this reason, because, 
every well has the ability to drain 
a certain distance efficiently. U 
the well flows wide open while the 
wells around it are pinched in, the 
wells producing wide open drain 
beyond their efficiency, and the 
other wells being restricted or 
Pinched in, the very condition you 
state is very conducive to waste 
to allow one well to flow open 
and the· surrounding wells to be 
pinched. 

Q. Now, turning aside from that 
for just a minute. 

The Chairman: Senator, will you 
speak a little louder, I am afraid 
these reporters are having trouble 
hearing you. 

Q. You stated yesterday to the 
committee that you were now em­
ployed by the central proration ·com­
mittee? 

A. Yes, sir. 
Q. Do you have any other con­

nection or outside employment than 
that at this time? 

A. Not on resident employment, 
no, sir. 

Q. Well, on any other employ­
ment? 

A. Well, I still hold relationships 
to the Fain-McGaha Oil Company­

Q. All right, the Fain-McGaha 
Oil Company, that is at Wichita 
Falls, Texas? 

A. Yes, sir. 
Q. Do you know whether or not 

that corporation is financed by the 
Humble Oil and Refining Co.? 

A. I do not know about their 
financial c..onnections at all; no, sir. 

Q. All, right. 
A. They are producers of oil, 

and they have had consistent reven­
ues from oil ever since I have been 
with them. I assume their revenues 
from their own property constitutes 
the bulk of their financial revenue. 

Q. Have you not heretofore had 
connections with the Marland? 

A. I did some years ago; yes, sir. 
Q. When was that? 
A. From August, 1926 to Novem-
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ber of 1928, for about two years or 
a little over. 

Q. What particular part of the 
Marland's operations were you con­
nected with, and where were you 
working? 

A. I was 80 per cent of that time 
working in west central Texas at 
their Breckenridge headquarters, 
covering production from the Jones 
County in West Texas to the Archer 
County field in the north, and in 
cooperation with the Shackelford 
County production at the Cook 
Ranch. 

Q. Were you with Marland in 
the panhandle area? 

A. Yes, sir, that was where I 
was first when I came with them 
in 1926. 

Q. In connection with your 
duties with the Marland in 1926 did 
you advise them to use the geologi­
cal methods as you have explained 
them here to the committee? 

A. As production Engineer I cer­
tainly did. 

Q. Will you tell the committee 
with what success the Marland met 
in the use of your method of pro­
duction? 

A. I was assigned to the central 
Texas office at Breckenridge. I was 
assigned to start the re-pressuring 
work on the Cook Ranch in Shackel­
ford County. The properties were 
operatrd by the Rosier-Pendleton 
people. who doubted the possibility 
of returning the gas to the pool in 
the early life of the pool when the 
gas was available. I carried on ex­
pnimental work over a period of 
six weeks, attempting to demonstrate 
the feasibility of that process, and it 
met with such success that they 
promptly installed a large plant and 
since that time have never wasted 
one thousand feet of gas, but turned 
it back to the ground, and at the 
time now when the market is flooded 
with oil I am proud to say that prop­
erty is operating 100 per cent In the 
interest of conservation. 

Q. Mr. Foran, it is not my pur­
pose to embarrass you-

A. I am very glad you asked that 
question, because my work as a 
petroleum engineer nine years has 
been experimental in the practice of 
conservation and its effects both as 
a government engineer and as an en­
gineer for private large and small 
companies. 

Q. Why did you leave the Mar­
land employment? 

A. No, reason, I voluntarily left 
the Marland employment. There 
was no cut ·down in their organiza­
tion when I left. 

Q. Was that because you had 
more lucrative or satisfactory em­
ployment? 

A. That's it exactly. 
Q. What is the thing that took 

you away from the Marland If you 
don't mind telling us? 

A. It was an opp0rtunity to de­
velop further my studies along those 
lines. 

Q I see. That is all. 
Questions by Senator Neal. 

Q. What is the basis on which 
to establish ratable taking? 

A. The basis on which to estab­
lish ratable taking, did you say? 

Q. Yes. 
A. I assume you mean ratable 

production. Ratable taking may be 
pipe line taking. 

Q. Do I understand that these 
ratable takings are established on 
the producing ability of the wells? 

A. Yes, sir. Provided physical 
waste does not occur. 

Q. In other words, the ability of 
the well? 

A. That is one of the considera­
tions, yes. I believe also that the 
undeveloped proven acreage around 
the well is also a factor to be tak­
en into consideration, because if 
a well has no interference in drain­
age it should drain over a long pe­
riod of time and should produce 
more oil. Out of a tot of wells drill­
ed om say a 6 6 O foot spacing pro­
gram, the safe production from a 
well there would naturally be a 
greater daily rate than wells drilled 
closer together. 

Q. Who determines that now for 
the State and who would determine 
it under this bill? 

A. Well, that would have to be 
worked out. The present work done 
on these bills is not a final solu­
tion to the conservation problem. 
It is so large that it will require a 
great deal of time, and progressive 
steps from time to time must be em­
ployed, but as a starting point the 
well's ability to produce oil, the 
acreage surrounding that well, the 
spacing of the wells, and the de­
mand for oil in the State of Texas 
as a whole, all those things must 
be considered and weighed. 
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Q. May I ask this, about the A. Ratable production would 
East Texas Field; how many bar- not, no. 
rels per day could you take out of a Q. What is the difference be-
10,000 barrel without injury to that tween ratable production and rat-
well, and to adjoining wells? able taking? 

A. When you say adjoining A. Ratable taking is a taking of 
wells, I assume you mean offsetting the oil off of the lease without stor­
wells at the conventional 300 foot age. Ratable production is the pro­
spacing. You could take out no- portionate production-is the pro­
where near 10,000 barrels without duction drawn from the pool, in pro­
affecting the offsetting wells. portion to the well's ability to pro-

Q. You would have to consider duce oil, the ,a,mount of acreage 
that? around the wells and the waste fac-

A. Yes, sir; in taking 10,000 tor taken into consideration. 
barrels from that well an enormous 
decline in reservior pressure im- Q. In ratable taking you would 
mediately surrounding the well is consider the injury to other wells, 
necessary to set up enough force to would you not? 
drive that much oil into the well, A. Yes, sir. 
a.nd as that oil is driven into the Q. And then you would apply 
well, gas is released, and gas c~n ratable production to the entire 
move through a sand faster than 011; State in order to effect the price 
that is the reason the fields in this wouldn't you? 
country are depleted of their gas be- A. No, sir. 
fore we recover all of the oll. Q. What effect would the East 

Q. Did I understand you to say Texas Field in running wide open 
in the matter of proration that each have on the Breckenridge or Mexia 
field sho.uld stand by itself? Field? 

A. The ratable- A. If they ran wide open 
Q. That ratios should prevail in would assume oil would be produced 

different fields; did you say that? in excess of the public's ability to 
A. No. Not if we consider con- consume it. 

servafion in the State of Texas as a Q. Then the question of con­
whole. Certainly we should treat sumption would determine the 
production as a whole. If we do, price? 
we can't isolate certain fields and A. I mentioned that this morn-
say they bear no relationship to the ing. 
State as a whole; I believe every Q. Then you would apply rat­
unit in the State bears a direct re- able production in matters of 
lationship to conservation as a amount of consumption that the 
whole. world will need and that will af-

Q. Well; I think I misunderstood feet the price? 
you a few minutes ago in answer A. Not for the purpose of af­
to the question of Senator Neal. I fecting the price, and I will prove 
thought you said that each fileld it to you. 
should stand by itself. Q. Well, never mind that. 

A. I meant to sa.y, or imply, A. All right. All right. 
that each field is given an allow- Q. Now, in answer to the ques-
able, the maximum amount that tions propounded by Senator Steven­
will not disturb the functioning of son, you said it would not have any 
the conservation statute. > effect on wildcatting. If you are 

going to limit production, why 
Q}estions by Senator Martin: would ratable production have an 

Q. Following up the questions effect on wildcatting? 
Senator Stevenson propounded to A. Wildcatting is the operation 
you a while ago with reference to of drilling a well. I assume un­
wlldcatting, you said that rat- der these conservation laws nobody 
able taking would have no effect on is denied the privilege of drilling a 
that? wen. 

A. I would say no effect on the Q. If production is cut down un-
discovery well and the immediate ti! no field is producing as much 
few wells following; I meant to im- oil as it is capable of producing, 
ply that. then if a man-then a man would 

Q. Well, how about ratable pro- not want to drill a wen as a wild-
dnction? catter due to the fact that he knew 
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when 
it. 

he found oil he could not sell of a fixed reserve of oil is physical 

A. That would be true, sir, but 
this bill provides for the spacing of 
wells, and that to me implies that 
if the spacing is increased in wells 
it allows more wildcats to come in 
to efficiently serve the State, in­
stead of flooding the State and caus­
ing waste. 

Q. Taking the State as it is now, 
if evC'ry oil unit in the State were 
choked down, and it is governed by 
ratable production, you say-

A. Uh huh. 
Q. Producing as much oil as the 

world needs, what incentive could 
there be for any man to drill a 
wildcat well anywhere in the State 
when he knows he is going to be 
choked down and not permitted to 
1iroduce any oil at all? 

A. I don't assume, sir, that the 
ratable taking law restricts any­
body from producing oil at all. 

Q. Then you say ratable pro­
duction and ratable taking would 
be the same? 

A. The difference between them 
would be this; ratable production 
would represent equitable withdraw­
als from the reserve. 

Q. Wait a minute right 
That means with reference 
the different fields in the 
doesn't it? 

there. 
to all 
State, 

A. Yes, sir. They are all a part 
of the picture of conservation, in 
my opinion. 

Q. Then ratable production 
would apply all over the entire 
State? 

A. Yes, sir. 
Q. Over all fields? 
A. Yes, sir. 
Q. Now what is your rata.hle 

taking? 
A. The ratable taking is for the 

prevention of oil going to storage. 
Q. How ls that? 
A. For this reason. to prevent 

unnecessary storage, which I am sure 
is physical waste, 'that will require, 
if you please, a little explanation. 

Q. You said that was waste? Eco­
nomic waste? 

A. No, sir. Not in my opinion. 
As a production engineer, it is not, 
it is physical waste. 

Q. Why? 
A. Because underground storage 

permits no evaporation of oil. The 
finest storage on the surface permits 
evaporation. In this, the evaporation 

waste. 
Q. Then you would allow some 

commission to say to a man who has 
the oil in the ground that he could 
not take oil from that, or if he did 
take it, he would be limited to such 
an amount as would be governed by 
the production throughout the 
State? 

A. No, sir, I do not. 
Q. Why not? 
A. I recognize this. That there 

is a certain demand or consuming 
ability of the world at large to take 
care of Texas oil. In this connection 
I would say, any oil produced in ex­
cess of that amount must obviously 
go to surface storage. 

Q. Let me ask you this question. 
Is that oil under ground there, from 
a geological standpoint, it is not 
transitory at all? 

A. Under ratable production the 
original equilibrium is disturbed but 
very little. 

Q. Before penetrating any terri­
tory, is oil stationary or transitory? 

A. It is stationary for the simple 
reason that a pressure of 1600 lbs. 
per square inch has prevented It 
pentrating the beds on either side 
of it, when it has reached Its limit. 
If it has not reached its limit I as­
sume you wil! find some oil above it 
in the overlapping bed. 

Q. Suppose it has traveled for 
many miles, then you would have oil 
in the course of moving, and a year 
from today you would not ·have It? 

A. Let me state something about 
tbe speed at which that oil moves. 

Q. Well, regardless of speed, as a 
matter of fact it does move, doesn't 
it? 

A. No, sir. Not in the practical 
sense of the word move. 

Q. With all of that tremendous 
pressure you say that would not force 
the oil on? 

A. I would say that over a period 
of 10,000 there would be an imper­
ceptible change in the position of 
that oil. I don't think any geolo­
gist would contradict that statement. 
I say there would be no perceptible 
change. 

Q. Well now, in the East Texas 
field you say there is no water on 
the east; is that right? 

A. Yes, sir. 
Q. What, in your judgment, 

keeps the water from the west from 
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continuously pushing that oil on 
east? 

A. It does continually push the 
oil on east, but I explained yester­
day that it pushes the oil in ,the 
tight portions of the sand at a slower 
rate than it pushes it through the 
looser portions, therefore, in the 
process of pushing it through, if it 
moves more rapidly in the loose por­
tion, it leaves the tight portion sur­
rounded by water, which is forever 
irrecoverable. 

Q. That condition would prevail 
if there was a hole, or no hole bored 
into the sand? 

A. No, sir. 
Q. Didn't you find pockets of oil 

and gas scattered around? 
A. You don't find oil directly be­

neath the water in contact with a 
porous bed in a static state. 

Q. Isn't that accounted for geo­
logically, that as the oil was pushed 
away from the place where it was, 
that the soft strata permitted the 
water to penetrate it, and you find 
in those soft pockets, and you find 
those soft pockets in there. Isn't 
that true? 

A. That is not true for this rea­
son. 

Q. Doesn't geology teach that? 
A. No, sir. In every pool where 

you drive down you find that the 
original oil and water contact is the 
same; therefore, your assumption 
that you could have pockets of water 
below or above the oil revel never 
happens. 

Q. If that oil for millions of years 
in East Texas has been continuously 
pushed forward or eastward by the 
force of the water from the west, 
don't you think that, geologically 
speaking, that there are pockets of 
oil back continually through the East 
Texas field, back as far as that oil 
has been pushed? • 

A. Certain amounts in the upper 
part, but not in commercial quanti-
ties. · 

Q. I am not talking about com­
mercial quantities. 

A. Well, if it is not in commercial 
quantities, I would not consider it 
as referring to the case at hand. 

Senator Martin: If your Honor 
please, it is after 12 o'clock; I can­
not get through with the witness in 
less than thirty minutes. 

The Chair: We will stand ad­
journed until 2 o'clock. 

Thereupon at 12: 10 o'clock p. m., 
the committee recessed until 2 
o'clock p. m. same day. 

2 o'clock p. m., July 23, 1931. 

The Chairman: Senator Martin, I 
believe you had the wftness when we 
adjourned; are you ready to proceed? 

Senator Rawlings: Will the Chair 
call the roll in order to see if we have 
a quorum present. 

The Chairman: We are due a re­
cess and we can not enforce a quo­
rum if they do not care to be here. 

Senator Rawlings: I think the 
Chair ought to exercise some effort 
to have a majority of the members 
present during the time this testi­
mony is being given. 

(Upon calling the roll the Chair 
announced there were nine members 
present and the committee would pro­
ceed.) 

· The Chairman: Senator Martin, 
you may proceed. 

Senator Martin: Does the witness 
remember what the last question was 
when we adjourned; well I will start 
in again, I want to pick up where I 
left off if I could. If I understand 
you correctly, Mr. Foran, you would 
use what is known as ratable takings 
to protect the interest of each and 
everyone in any particular oil field 
where there is production, is that 
right? 

A. Yes, sir, that is one of the 
functions of it, or one o·f the pur­
poses. 

Q. Now then, if I understand you 
right, you would use ratable produc­
tion to protect the markets for the 
oil, wouldn't you? 

A. Well, there seems to be a little 
difference of opinion between the 
definition of the term "ratable tak­
ings." When I use the word "ratable 
takings," which I did yesterday and 
this morning, I referred to ratable 
takings from the stand, which is the 
same as rataole production. 

Q. You used the term "ratable 
takings" as you would apply to any 
particular field? 

A. Yes, sir. 
Q. Insofar as It protects the prop­

erties of the other fellow who owns 
interest in that field, or either pro­
tects a man in the reasonable and 
geological manner of handling his 
home product? 

A. Yes, sir. 
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Q. You do that to conserve the 
oil in that particular field? 

A. Yes, sir. 
Q. And you would use ratable 

production,-you would apply ratable 
takings to each and every field in the 
State, wouldn't you, as you come to 
it, as it should be applied to that 
particular field? 

A. Yes, sir. 
Q. Then you would use ratable 

production to cover the price, 
wouldn't you. 

A. No, sir, I don't think I should 
enter into it at all. 

Q. If there is any demand for oil 
there wou Id be a price for it, wouldn't 
there? 

A. Yes, sir. 
Q. And if there Is no demand 

there would not be any price, would 
there? 

A. That Is true. 
Q. Then you would apply ratable 

production in keeping with the de­
mand, wouldn't you? 

A. Yes, sir. 
Q. And in doing that your object 

would be to get the price, wouldn't 
it? 

A. Not necessarily for this rea-
son,-

Q. Well, that is all right. 
A. Well, no, sir. 
Q. Then you say ratable produc­

tion would not be for the purpose of 
governing the price? 

A. May I finish the last answer? 
Q. Well, all right. 
A. I want to be sure I get your 

question right. You asked me if I 
would recommend a system of rat­
able takings, one of the purposes of 
which would be to maintain prices, 
or suitable prices? 

Q. I didn't say ratable takings; 
I said ratable production. 

A. All right, I maintain this that 
a lower price for oil might return 
greater profits to your property If 
you produced it in such manner as 
to get a greater ultimate recovery, 
that therefore price in my opinion Is 
not the dominant factor in calling 
for ratable takings or ratable produc­
tion. 

Q. In any event you would apply 
the rules of ratable production in 
order to govern or take care of the 
profits? 

A. No, sir, In order to affect con­
servation, If that fortunately affects 
the property, even If it doesn't, con-

servation is an obligation to the pub­
lic in mY opinion. 

Q. And you would conserve It by 
keeping it In the ground If there was 
not such a. market for It as this com­
mission, which might be created, 
would think it should bring? 

A. Well, I say they might. 
assume that commission would be 
a qualified commission who could 
determine properly what amount of 
oil should be taken out in order to 
avoid physical waste. 

Q. Upon what facts are you bas­
ing your assumption? 

A. On the facts as told to that 
commission from the field. 

Q. You are assuming that they 
will do certain things here, you don't 
know what they would do, do you? 

A. Oh, that Is a human possi­
bility, I will admit that. 

Q. Now, I want to go a little fur­
ther in applying the rule of ratable 
takings. If a man owns a hundred 
acres of land in East Texas from 
which he is getting the oil, so long 
as he was not extracting that oil In 
such manner to Interfere with the 
rights of his neighbor or to destroy 
his own production, so far as his 
takings are concerned, you would 
let him take all of It in one day if 
he could, is that right? 

A. Well, I cannot conceive of that 
being a condition encountered, that 
is not the practice. 

Q. If he could take it all In a 
year, you would say let him take It 
all in ~ year so long as he did not 
interfere with his neighbor or does 
not damage the resources? 

A. That is so Impossible to do 
cannot conceive for that answer. 

Q. What would be impossible? 
A. That one man should extract 

his oil in such time and not affect 
his offsetters. 

Q. You were theorizing this 
morning,-you cannot conceive of a 
man extracting all of his oil from un­
der his land in such manner as to not 
hurt his neighbor? 

A. There might be property lines 
and boundaries on the surface but 
there are no such things as property 
lines underground, and this oil can 
move from one place to another. 

Q. I will ask that question this 
way. If a man has a hundred acres 
of land over there and he has one 
well right In the middle of It, and 
we are assuming that It so far from 
the property lines that it would not 
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draw oil. from his neighbor's prop­
erty, then so long as hi! draws the 
oil from that one well in such man­
ner to not interfere with the rights 
of his neighbors and not destroy 
what he himself has there you would 
not say that you should interfere 
with him at all, just let him run? 

A. You are assuming something 
which does not exist and which can­
not exist. 

Q. Oh, well, you know that it 
can be such, that a man can extract 
all of his own oil from under his 
grolfnd and not interfere with his 
neighbor? 

A. No, sir, I do not know it. 
Q. What would you do about the 

King Ranch, where there are hun­
dreds of thousands of acres in it; 
suppose a man had a field in ·the 
middle of that ranch that he was ex­
pecting oil from that field, where 
he could not interfere with the 
rights of his neighbor, say there are 
a million acres in the ranch, now as 
long as he is drawing oil from that 
field, and is not interfering with the 
right& of· his neighbor in doing it, 
and doing it in a way so as not to 
damage his own output or damage 
his field at all, you would say let 
-it run full force? 

A. If he could take out his o!I 
and gas without taking the energy, 
I say yes, but I cannot conceive of 
that. 

Q. Who would you want to pass 
upon that question, you say if, when 
and who would you want to pass 
upon the question when he is doing 
that? 

A. Please let me answer the ques­
tion you asked before; if you had 
done that I am sure you would not 
have asked the last question. I think 
you must be confused. 

Q. I don't think I am, but go 
ahead. - ;r · 

A. My interpretation is evidently 
not being carried to you. 

Q. Go ahead. 
A. There are three things which 

an operator in taking oil and gas, 
even without the presence of water, 
he takes out not only oil and the 
physical gas but the invisible energy, 
it is the energy which enables the 
neighboring operators to recover 
their oil and if you take his energy 
away from him, although it is invis­
ible, you injure his property, al­
though you did not injure your own 

property. That is the point which I 
wish to make. 

Q. I am assuming he is so far 
removed from his neighbor that it 
would be impossible to interfere with 
the energy that might belong to his 
neighbor in extracting his oil. As 
long as he does not interfere with 
his neighbor, as long as he does not 
interfere with his neighbor and as 
long as he does not extract his own 
oil in such manner .as to destroy 
the field, would you say let him 
get every gallon he could out of the 
ground? 

A. If his well is in such condi­
tion that it is impossible to mJure 
his neighbor, certainly, surely. 

Q. That is what I wanted to get 
at. Now, this section in this pro­
posed bill that has been handed me, 
Section G. Read it and tell me if 
you subscribe to that? That is one 
of the definitions of waste? 

A. Waste incident to oil result­
ing from the production of crude 
petroleum or natural gas in excess 
of the reasonable demand for such 
commodities for ·current consumption 
for use within or outside of the 
State of Texas, plus such amounts 
as are necessary for building up or 
maintaining reasonable reserve. I 
would state that the reaction to the 
reservoir and its results on physical 
waste ·should be included, or should 
be considered. 

Q. I am asking you to please 
answer that question directly, yes, 
or no. Do you, or not, subscribe to 
that? 

A. I do not subscribe to it with­
out reservation. 

Q. What reservation would be 
put in it? 

A. I think it is impossible, in 
my opinion, to take out oil or gas, 
out of the ground, without taking 
energy. Inasmuch as energy is in­
visible and a component of the en­
tire pool, certain consideration and 
reservation must be made before an 
operator be allowed to produce his 
well unrestricted regardless of what 
part of the structure he may be lo­
cated in. 

Q. I shifted the subject on you 
a little. Listen to this: Waste in­
cident to or resulting from the pro­
duction of crude oil or natural gas 
in excess of the reasonable market 
demand for such commodities for 
current consumption for use within 
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or without the State of Texas. Do 
you or not subscribe to that? 

A. I do subscribe to it. 
Q. You would want that as one 

of the definitions of waste? 
A. Yes, sir, that is one of them. 
Q. Then you say when the mar­

ket demand is not such as to require 
the right kind of price, according to 
the ideas of whoever might be in 
power, you would say that is waste, 
if taken out then? 

A. I did not make that state­
ment and do not make it. 

Q. Who is going to pass upon the 
question as to when the public has 
got all it needs and when there is 
an excess? 

A. A number of things may af­
fect that. Probably new pools may 
come in in other states, wildcatting 
goes on. The situation might even 
be in this manner, that the Kettle­
man Hill Pool in California might 
be thrown open under the belief 
that each operator doesn't injure his 
neighbor. In that case it may dis­
place some of the market demand 
for Texas oil and cause it to be cut, 
or reduced. 

Q. That has nothing to do with 
waste? 

A. Yes, sir, it has, very much 
to do with it. 

Senator DeBerry: In answer to 
the question in which Senator Mar­
tin read a section from a proposed 
bill here in which the witness testi­
fied he did subscribe to it, I want 
to be sure that has got in the rrcord. 

A. I am assuming the stenog­
rapher took it down as it was said. 

Senator Pollard: He is a good 
stenographer, he got it. 

Senator Martin: You said some­
thing about working for a certain 
proration committee, or company, 
what is that? 

A. The Central Proration Com­
mitte of Texas. 

Q. Is that an association, part­
nership, corporation, or what is it? 

A. It is merely an advisory body 
made up of operators in all parts of 
the State who have offered their co­
oprration, their assistance in giving 
the truth about records, production 
records, and so forth, in order that 
that committee assists the Railroad 
Commission in compiling the facts 
and pertinent matter to the situation 
as it stands today. They are purely 
an advisory body and they have no 
executive powers whatsoever. 

Q. Now, you say they· have no 
powers whatever. Are there repre­
sentatives of different companies 
that are members of that advisory 
committee? 

A. Yes, independent operators by 
them selves, and others. 

Q. Can you mention some of the 
others that belong to it? 

A. Well-
Q. (Interrupting) I might ask it 

this way. Does the Magnolia Petro­
leum . Company contribute to the 
fund that keeps this committee go­
ing? 

A. I really don't know. 
Q. Does the Standard Oil Com­

pany? 
A. I don't know. 
Q. Does any major company that 

you know of? 
A. Operators as whole do, large 

and small. 
Q. Who signs your chrcks? 
A. The secretary of the Mid-Con-

tinent Oil & Gas Association. 
Q. Where is it's headquarters? 
A. Dallas. 
Q. Who is at the head of it there 

that we might learn who these peo­
ple are? 

A. Mr. Laney, I don't know his 
initials. May I answer your question 
a little more fuly? 

Q. Is it Joe Laney? 
A. I don't know. May I answer 

the question a little more fully? 
Q. All right, go ahead. 
A. The Mid-Continent Oil and 

Gas Association recognizes neither 
major companies, independent com­
panies, nor individuals, in its mem­
bership. 

Q. I want to get the personnel 
of the membership. That is what I 
want to get at. 

Senator Small: I will state for 
the benefit of the Senator that that 
information was all printed in the 
House Journal. It came out in the 
testimony as to who contributed the 
funds from which his salary is paid, 
and it's officers, and everybody else. 
It is in the House Journal. 

Senator Martin: Do you offer 
that as a record at this time? 

Senator Small: It is in the House 
Journal. 

Senator Martin: Do you offer It 
as a I)art of this record that Is being 
made here? 

Senator Small: No, sir, I do not 
offer it. I just thought I would 
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call your attention to it. You can 
call for it if you want to. 

Senator Martin: Did this witness 
testify to that in the House? 

Senator Small: I don't thin~ this 
witness has been on the stand there. 

Senator Martin: I want to hear 
this witness testify. 

Senator Small: It is just cumu­
lative and encumbering the record. 

Senator Martin: We were inter­
fered with and I will ask the stenog­
rapher to refer back to where the 
witness was at the time we were 
interrupted. Read the last question. 

(Thereupon the reporter read the 
following question: I want to get 
the personnel of the membership. 
That is what I want to get at.) 

A. I am giving you all the infor­
matio.n I have at hand with respect 
to the question of the matter upon 
which you are questioning me. I 
am a production engineer by practice 
and in carrying out my duty I did 
not investigate the facts except that 
they were a reputable body of inde­
pel).dent individuals and companies. 

Q. Now, the thing I want to 
know is: You say it is a reputable 
body. I presume from that you in­
vestigated. What is the personnel? 

A. Hundreds of operators. 
Q. Who? 
A. The list is so long I don't 

know all of them. 
Q. Can you name some? 
A. Yes, sir. 
Senator Small: Here is a list of 

them. 
Senator Martin: I think the wit­

ness is able to take care of himself. 
Senator Small: I will give you 

the list. 
Senator Martin: I am not asking 

for it. If it is already printed in the 
House Journal and if he is just go­
ing to read from that, I do not care 
to have it read. :-

s.enator Loy: We don't want the 
House Record. 

Sena.tor Martin: I don't know 
what the source of that is. 

The Chairman: Inasmuch as the 
witness has not testified to the ques­
tion I think it is pertinent at this 
time. 

Senator Martin: I will ask the 
stenographer to read the question 
a.gain. 

(Thereupon, the reporter again 
read the following question: I want 
to get the personnel of the member-

ship. That is what I want to get 
at.) 

A. I don't know all of the per­
sonnel or membership in that or­
ganization. 

Q. You could name part of them, 
couldn't you? 

A. I wouldn't want to name u 
list and miss somebody and name 
somebody that is not in it. 

Q. You said that you went far 
enough to investigate it and knew 
it is composed of reputable con­
cerns? 

A. It is. 
Q. You certainly went far enough 

to know who composed it? 
A. Alright. I know that the 

leading independent groups in Texas 
are members of it. 

Q. Who are they? 
A. One is the Roeser Pendleton 

Corporation. 
Q. Who on this committee is 

from that corporation? 
A. Mr. Charles F. Roeser. 
Q. Another one? 
A. Mr. Robert R. Penn. 
Q. From what company? 
A. The Penn Oil Company, his 

own company, an independent com­
pany. 

Q. Give us another one. 
A. E. A. Landreth of the Land­

reth Petroleum Corporation. 
Q. Do you think of another one? 

Would you be willing for me to 
assist you? 

A. Yes, sir. 
Q. Does the Pure have a man 

there? 
A. I am not sure, but on your 

statement of fact I will accept that. 
Q. I didn't state it as a. fact. 
A. I don't know. 
Q. Does the Humble have a man 

there? 
A. I don't know. 
Q. Does the Texas? 
A. I don't know. 
Q. Does the Magnolia Petroleum 

Company1 
A. I want to be sure, are you 

speaking of this Central Committee 
or the association? 

Q. I am speaking of the Central 
Committee, the ones you said you 
are in? 

A. I don't know whether they 
have, or not. 

Q. Does the Gulf? 
A. I couldn't say. 
Q. Does the Standard, or any of 
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its subsidiaries that you know of? 
A. I don't know. 
Q. Who signs your check? 
A. I stated in the record l\lr. 

Laney, of the Mid-Continent Oil & 
Gas Association. 

Q. \\'ho have you been working 
with directlv in this field work that 
you do on the subject of production? 

A. I haYe no immediate superio.· 
to whom I go for daily instructions 
or weekly instructions. At the time 
I accepted this position - - -

Q. (Interrupting) Just a minutF~. 
To whom do you make your reports? 

A. Primarily to the Railroa•.l 
Commission of Texas and their Dep­
uty Supersivor in the field. I work 
with their superviser in cooperation 
with them. 

Q. In other words, somebody else 
here on the outside has been paying 
you your salary and you have been 
working in this field and making 
your reports to the Railroad Com­
mission of the State of Texas; is 
that right? 

A. That is a fact. 
Q. All right. This man Penn 

that you mentioned here-he is 
chairman, is he not of some Prora­
tion Committee? 

A. Yes, sir, he is Chairman of 
the committee of which I am speak­
ing. 

Q. Now how many of these dif­
ferent companies whose names yon 
have called as being members of 
this association or whatever it is 
you are working for-how many of 
them are operating in the East Texas 
field? 

A. l\lr. Penn bas proven produc­
tion in the East Texas field. It may 
not be drilled on yet. 

Q. All right. 
A. Mr. Roser of the Roser-Pen­

dleton Company. 
Q. All right. 
A. Their company bas consider­

able production. 
Q. All right. 
A. And of the others I don't 

know. 
Q. But out of all these dozens 

and dozens of companies that you 
say form this association to which 
you belong you have named two men. 

A. The Central Proration Com­
mittee is not made up of dozens 
and dozens of corporations. 

Q. Well, you said hundreds of 
companies and Independents. 

A. The Mid-Continent Oil and 
Gas Association I said is made up 
of independents and majors. 

Q. Why do they pay you then? 
A. I presume because they want 

some unbiased information with re­
spect to physical waste. The Hail­
road Commission has asked them, I 
presume, to ass:st them in the mat­
ter. 

Q. You don't know whether it 
is true or not? 

A. I know this - - -
Q. But I say you don't know. 
A. Yes, sir, I do know. 
Q. Well, do you say it Is or not? 
A. Please let me answer your 

question. 
Q. Well, I want to know this; 

has the Railroad Commission caller! 
on them for adv:ce and have you 
been delegated to give them advice? 

A. May I have the privilege of 
answering the question? 

Q. You can answer that without 
any explanation, it seems to me. 

A. Is you question complete? 
Q. You can answer that question 

"yes'' or "no," please. 
A. I could not. 
Q. You could not-you can not? 
A. I want to tell you a little 

more carefully just what the rela­
tionship is. 

Q. Well, I think I have determ­
ined the relationship-you have been 
employed by the Central Proration 
Committee to gather information and 
to deliver it to the Railroad Commis­
~ion; that is right, isn't It? 

A. I don't gather information 
only. 

Q Well, I am not caring wheth­
er you gather cows and other things 
-you do gather information and 
report that lo the Railroad Com­
mission? 

A. I cover the field with one of 
their representatives, one of their 
paid deputies of the Railroad Com­
mission merely as an assistant, of­
fering services to him. 

Q. All right. Is the other fellow 
a geologist? 

A. I assume If he is capable of 
supervising a district as large as 
East Texas he is qualified whether 
he be a geologist, a petroleum engi­
neer, or a practical operator. 

Q. I will put It this way; don't 
you know he is a geolog'st? 

A. No, I never asked him what 
his particular qua.liflcatlons were. 

The Chairman: I think the qua!-
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iftcations of the other man are not Q. J. L. Martin? 
involved in the case, Senator. I A. Yes, sir. 
think" you are going a little far Q. M-a-r-t-i-n? 
afield on that. I would confine the A. M-a-r-t-i-n. 
questions to the qualifications of the Q. I would love to congratulate 
witness. ' him on his name. (Laughter.) You 

Sep.a tor Martin: If your honor could not say whetb.er he is a geo­
please, I think I have the right to logist or not? 
inquire-we are accepting or some A. No, sir, I don't know. May 
probably will accept the !witness' !-
testimony. I want to know how he Q. That is all I want to know. 
is working, for whom he is work- Now you mentioned this Penn Com­
ing,_ who · i_s paying him, and whom pany and some other company has 
he is. ma~rn.g reports_ to. Now, t~e working over there in that field­
quest10n is if the Railroad Commis-
sion is derelict in its duty and puts Senator Woodward: Mr. Chair-
a man in the field who doesn't know I ma.n. 
his bus•ness and they call on the oil The Chairman: The Senator from 
companies to furnish a man who is Coleman. 
competent we ought to know that senator Woodward: Well, he 
fact. don't want to know the answer but 

The Chairman: Senator, the some of the others here who are 
point I make is about one witnes3 jurors would like to know, and I 
passing on the qualifications of an- suggest he be permitted to answer 
other. in his own way. 

Senator Martin: Well, Your 
Honor, I would not have to be a law­
yer but a few minutes before I would 
know. That is one of the first 
things I would ask him, is whether 
or not he is a lawyer and where he 
got his schooling and what his line 
of thought was. but in deference to 
the ruling of the Cha.ir I will with­
drnw that. 

Q Then you don't know wheth­
er he is a geologist or not? 

A. Will you permit me to ampli-
fy on your question­

Q. No, sir. 
A.-without being disturbed? 
Q. You could answer that you 

do or that you do not know- ans­
wer rcyes" or "no," I don't see why 
you have to expatiate on that. Do 
you know whether he is a geologist 
or not? If you know you certain­
ly don't have to expatiate. 

A. If you please-­
Q. If you don't know, ~ay so. 
A. There is mo•e than one sup-

ervisor in East Texas. Of which 
man do you speak? 

Q. I am talking about the man 
you work with. 

A. I work with both. 
Q. Well, are both or either of 

them geologists? 
A. I don't know. 
Q. That is all right. Now what 

are their names? 
A. Mr. Jack Elliott. 
Q. Jack Elliott-all right. Who 

else? 
·A. Mr. J. L. Martin. 

Senator Martin: Your Honor, I 
am· a.sking for answers short and 
simple so I may understand in 
monosyllables, "yes" or "no." Now 
then, if they want to bring some 
further explanation from the witness 
they can take a note of it and. at the 
proper time get him to answer it. 
My skull is a little thick. 

Senator Woodward: I am asking 
that the witness be permitted to 
mr,ke his answer. 

The Witness: Mr. Chairman, 
.may I have the privilege of answer­
ing the questions in my own mind 
to the fullest extent, when in my 
opinion it calls for an answer that 
may properly interpret before my 
hearers here? 

Senator Purl: Mr. Chairman. 
The Chairman: The Senator 

from Dallas. 
Senator Purl: May I suggest 

that any time the )witness don't 
want to answer he should say so 
and go ahead to another question. 
We don't want to coerce him. If 
he don't want to answer, let's go 
ahead. 

Senator Woodward: He has in­
dicated no disposition not to answer. 

The Witness: I would like to 
answer fully. 

The Chairman: The Chair feels 
the witness is privileged to answer 
in his own way and if it is not sat­
isfactory the question can be re­
peated in a different way. 

Senator Purl: May he not be re-
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quired to answer and then make 
any explanation he wants to? 

The Chairman: Senator, the 
Chair would hold that the witness 
has his own way of answering the 
question. If the one who is ques­
tioning him is not satisfied with the 
witness' answer, he can repeat it or 
place the question in another way. 
I would not want to restrict the 
witness in his answer: I think it is 
not within the province of the Chair. 
If the question is not answered di­
rectly the question can be repeated. 

Senator Martin: You Honor, I 
would like to suggest that some of 
the questions could easily be ans­
wered "yes" or "no." Now, as stat­
ed a moment ago, I am not able to 
take these long drawnout explana­
tions and from those explanations 
deduct the answer "yes" or "'no." 
I think the witness could answer the 
question as the question itselr calls 
for an answer. Now, when I ask 
the question, "Do you know wheth­
er or not he is a geologist?" If he 
knows he knows he knows; if he 
does ~ot know, he ran 'certainly 
say "'no", and that is all on earth. I 
want him to say, and when that is 
done, \f somebody else wants .to 
bring out something else, let him 
do it. 

The Chairman: Senator, the 
Chairman doesn't know the mind of 
the witness. 

Senator Martin: Well, I am sim­
ple minded and it would require an 
answer ••yes" or 11 no'' for me to 
understand what he said. 

Senator Woodward: Senator, let 
me remind you that that is not the 
witness' fault. (Laughter). 

Senator Martin: Well, that is 
what I want to bring out. 

Senator DeBerry: Mr. Chair-
man. 

The Chairman: The Senator 
from Red River. 

Senator De Berry: Is it the rul­
ing of the Chair that when a Sena­
tor asks a question that the witness 
be allowed to answer it in his own 
manner and to what extent he cares 
to, regardless of whether the asker 
of the question wants to listen to his 
speech or not? 

The Chairman: Senator, not for 
an Indefinite period, no; a reason­
able length of time should be grant­
ed the witness to answer and then 
if he doesn't want to answer he can 
decline; that Is for the witness. 
The Chair does not attempt to gov-

f)rn J:\ow the question should be 
answered. 

Senator Martin: What was the last 
question, Mr. Reporter? 

(Thereupen the Reporter read the 
last preceding question.) 

Q. Do these particular compa­
nies the two that you have men­
tion~d here-do they have geologists 
in the field? 

A: Do you mean the Railroad 
Commission's two individuals? 

Q. No; I say these two particular 
compa.Jl.ies-that is, the Penn Com­
pany and the Roeser-I believe you 
called the name of it. 

A. Roeser. 
Q. Do they have geologists there? 
A. I believe they do. 
Q. Mr. Foran, is it a fact that 

each and every oil company that is 
doing business and operating in that 
field has its own geologist there? 

A. No, I don't believe they have. 
Q. Can you answer one that has 

not? 
A. I have visited several wells 

which were not completed in such a 
deplorable condition that certainly 
no geologist-

Q. As to whether a well is com­
pleted in a right condition or a de­
plorable condition would be a mat­
ter of opinion? 

A. No, sir; I think it is a matter 
of common knowledge. 

Q. A matter of common knowl­
edge? 

A. Yes, sir. 
Q. You don't know whether there 

is a geologist on the job when a well 
is completed or not? 

A. No, sir-I assume there could 
not have been in the case I am re­
ferring to. 

Q. Does a geologist have any-
thing to do with the drilling? 

A. He does, in my opinion. 
Q. How? 
A. Most certainly in wildcat 

wells. 
Q. Well, that is a proven field 

over there. 
A. Well, the water table is a 

matter of accurate determination, 
which means keeping the well ver­
tical; that Is, the depth of the well 
expressed in feet Is the true depth 
of the well. Some small companies 
which do not employ engineers for 
that purpose rely upon geologists for 
that purpose. If you have no geolo­
gist or no petroleum engineer that 
results In some of the deplorable 
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conditions of which I spoke yester- 1 ence. A petroleum engineer is one 
day. · who specializes in production meth­

Q. What do you mean by "deplor- ods and the geoloi;ist is one who 
able conditions"? spends the greater portion of his time 

A. The Joiner well which had in locating oil. 
drilled 200 feet deeper- ·' Q. Can a geologist locate oil? 

Q. That is one out of 1200. A. He can locate .oil by drilling 
A. I can mention some others. on structures that are indicative of 

Some have been completed in such producing oil. 
a deplorable condition that they have Q. By drilling on them? 
drilled into one another before hit- A. Yes, sir. 
ting the sand. Q. Anybody can do that. 

Q. In that field? A. No, sir, and I think the rec-
A. Yes, sir. ords wiil show that there are five 
Q. Can you tell what wells they dry holes to every producing one. 

were? There are too many dry holes 
A. I could not tell particular throughout the country, five out of 

wells. I think the Magnolia was every six wildcat wells that have 
one. been drilled is a dry hole. 

Q. The Magnolia? Q. Is it not a fact that practically 
A. Wait a minute. Not that every every geologist in the country had 

well is necessarily crooked, but- pronounced that East Texas terri-
Q. Well, whose wells were tory as being dry until old man 

crooked? Joiner discovered that well? 
cr!k:ef.ut the other may have been . A. No, sir, I do not think that ls 

Q. Now, which one was crooked? a fact. I had knowledge of produc­
A. I don't know which particular tion in Texas, in East Texas, at 

well, but, if you please, I will fur- Wortham and Powell and Van for 
nish the information. eight years before the discovery of 

Q. How is that? that well. 
A. I have not the information at Q. Oh, well, I'm not talking 

hand, but I will furnish it to you about that; that is not East Texas. 
at some time. A. The Van field is pretty close 

Q. Don't the Magnolia Petroleum to it? 
Company keep geologists and experts Q. That is in Smith County? 
in· that field? A. Well, you are In the Wood-

A. They do. bine sand. 
Q. No geologist can, even though Q. That can be found anywhere. 

he can stand there with his plumb A. Well, there was an indication 
line and tell them they are out of of oil there just the same. 
plumb, can put it straight. Q. If you could tell that there 

A. Yes, sir, he can. Let me ex- was oil. in Smith County and in East 
plain. The oil is down at this sur- Texas, will you please ten us why it 
face and it hits a boulder or fracture ls that you are· not richer than Ro~k­
or something .else and deflects. They efeller ten times over? That is all. 
take measurements and if it is not A. May I answer the question? 
inclined it is vertical. They meas- Q. Yes. 
ure by acid bottles-put acid in a A. I do not compare in your opin-
bottle and when the glass is !inclined ion as a petroleum engineer. 
at that anglii it is checked and the Senator Purl: You spoke of in-
Railroad Commission comes out and visible energy? 
says, "Plug that back and make a A. Yes, Sir. 
re-survey and see that it is straight." Q. Will you define that? 

Q. Now do you think it takes a A. It is something you cannot 
Delaware Charter Corporation to see with your eye, something like 
drill a straight hole over there in electricity in a wire, that is energy 
East Texas? but you know and I know that none 

A. I do not, certainly no. has ever seen electricity. 
Q. You said here awhile ago, you Q. What is that invisible energy 

spoke about a petroleum engineer in an oil well? 
and a geologist, what is the differ- A. Horsepower, nobody has ever 
ence? ' seen a horsepower. 

A. There is a considerable differ- Q. Do you want the Railroad 
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Commission to regulate an invisible tunity if he does not have a pipe 
horsepower? line? 

A. No, sir, I do not intend to A. I think that if all of the 
convey that idea. operators would adhere to the rules 

Q. What do you mean by invisl- and regulations of the Railroad Com­
ble energy in an oil field as applied mission which they have laid down 
to a well? for them. 

A. The energy is the power of Q. Are you familiar with that bill 
compression. Compression is not a which was sent down here without a 
visible substance, it Is a physical caption which was written by Rhodes 
state. The power contained in the Baker. 
gas on expanding performs work, A. What is that? 
and that work is what brings oil into Q. A bill that was sent down here 
the well, but it happen to be invisi- two days before the session of the 
ble to your eyes, but not invisible to Legislature started, a bill without a 
our senses or measurements. That caption? 
is what I spoke of a while ago when A. No, sir, I am not. 
I spoke of energy that happens to Q. Are you familiar with the 
be invisible, because when you take Woodward Bill? 
the oil and gas out of the ground A. I never saw it until yesterday 
you see those products but you do afternoon up here. 
not see the energy. Q. Are you familiar with the 

Q. Do you think the Legislature Housler Bill introduced in the other 
ought to pass on that? session? 

A. Well, you can't recover oil A. No, sir I have never seen it. 
without that, it is a factor that con- Q. What companies have you 
tributes to physical waste, I think worked for prior to the time you 
they certainly should. became connected with the Central 

Q. How long have you been In Proration Committee? 
the oil game? A. The Faln-McGaha Company in 

A. I have been a petroleum en- Wichita Falls. I was doing consult­
ginerr for nine years, and also a ing work while I was with them. 
member of the United States Bureau Q. You never worked for an oil 
of Mines, which qualifies all of their company except this one? 
engineers on the basis of production A. Well, the Marland Oil Com­
practices before they are permitted pany and the Mid-western Refining 
to supervise work on the public do- Company, I also spoke of that before. 
main, that was six years ago; since Q. Did you ever work for the 
then my practice has been consider- Continental 011 Company? 
ably broadened. A. No, sir, not as a resident em-

Q. Do you subscribe to the state- ployee. 
ment which has been made by the Q. You said there was billions 
President of one of the large oil and billions of feet of gas willfully 
companies to the effect that there Is wasted in the fields of Texas in order 
no•place in the field of endeavor in to get quick production, do you re­
the oil business for the small man. member that statement? 

A. Will you state the condition A. I made a statement with refer-
under which he made that statement. ence to the gas produced in the 
I would like to have his verbatim Winkler field. 
statement. Q. Were you on the ground at 

Q. Well, do you think that a that time? 
small operator in East Texas has A. Not at that particular time. 
the same opportunity as a 'large Q. Then your statement that 
operator? there were billions and billions of 

A. I think under certain condl- feet of gas wasted there is hearsay? 
tlons, yes. A. No, sir, 1 would say that it 

Q. Is there a place In the East was com·mon knowledge, 
Texas field now in your opinion for Q. Then you say there was bll-
the small operator? lions of feet of gas wasted in the 

A. I believe there is surely. The Winkler field? 
fact that he has small holdings A. Yes, sir. I have heard the die­
should not deny him the right to a cussions at the meetings o~ the en­
port!on of the field. glneers in the Mid-Continent dle-

Q. Does he have a equal oppor- trict. and that statement was made 
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and I know those statements are 
reasonably correct. 

Q. This gas ls a natural re­
source? 

A. Yes, sir. , 
Q. It Is essential for the wants, 

comfort and happiness of the people 
of Texas? 

A. Yes, sir. 
Q. Did you hear of any agitation 

by anybody at that time for a special 
session of the legislature to conserve 
that natural gas? 

A. No, sir, all of these things are 
based on our past experiences. We 
ought to have such things as that 
in order to get this body to pass 
laws to prevent it from happening 
again. 

Q. Did you ever hear of anything 
of that kind until this East Texas 
field came in? 

A. I wish to state that some 
cases have been encountered years 
ago on the public domain under the 
leadership of the United States 
Bureau of Mines, in which they have 
undertaken to control those things 
but they have not reached to the 
realm of privately owned pools, and 
pools where the ownership is greatly 
divided. I said yesterday there was 
one pool in West Texas in which that 
sort of waste did not occur and both 
holes were discovered at practically 
the same time. 

Q. Did you hear Governor Ster­
ling testify here yesterday? 

A. No, sir, not one word. 
Q. Do you know that Governor 

Sterling said, and that the author 
of the bill said it in substance that 
they were not intending and did not 
want a bill that would define 
economic waste? 

A. I, neither today or yesterday, 
have heard anybody state of eco­
nomic waste. 

Q. I say do you know they stated 
that? • 

A. I do not. I did not hear one 
word of their testimony. 

Q. Have you heard the testimony 
of the president of the Texas Com­
pany? 

A. Only a very small portion of 
It. 

Q. Would you say that the ideas 
of the Texas Company are contrary 
to the wishes of Governor Sterling 
and Senator Woodward? 

A. I did not hear enough of his 
testimony to know. 

Q. Do you know that Senator 

Woodward has stated that he did 
not want to define economic waste 
and that the bill does not contain 
such a definition? 

A. I did not see it in the bill. 
Q. If the bill does not contem­

plate a definition of economic waste 
will you state whether or not the 
measure will go as far as It should? 

A. I could not understand how 
you can have economic waste If you 
do not have physical waste. 

Q. If the Senate should add a 
clause to this bill in substance and 
to the effect that the railroad com­
mission is inhibited from defining 
or enforcing economic waste, in your 
opinion would the legislature be 
worthwhile? 

A. I don't know, I would have 
to think it over carefully and see. 

Q. Would you advise this com­
mittee to pass a bill that did not 
·define economical waste? 

A. I don't know, I have not con­
sidered economical waste in any of 
my work, it has been physical waste 
only. 

Q. Did you advise with Mr. 
Rhodes Baker, the chairman of the 
Central Proration Committee, the 
legal end of it, as to any thing that 
should be put in their bill? 

A. I have never attended one 
single legal meeting of the commit­
tee although I am a member. I am 
merely a petroleum engineer and I 
am not dictated to by anybody. I 
present my opinion to anybody, ma­
jors and independents alike, I have 
no obligation to anybody in my work. 

Q. Do you think the Legislature 
should have the advice, legal advice 
as well as technical advice? 

A. I think so if it is necessary, 
and with reference to certain phases 
of the matter it might be necessary. 

Q. Who do you think is the best 
informed man that the Senate could 
ask about this bill under consider­
ation, either as an attorney, as an 
expert and as a ordinary laborer? 

A. I think an attorney on the 
legal phases of the matter, on mat­
ter of waste an engineer, and on 
matters of administration somebody, 
probably some of you gentlemen 
here. 

Q. You do not attempt to tell 
this committee here in anyway what 
sort of bill we should pass? 

A. Ne, sir, I am not a lawyer, 
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engineer and legislator together, no. 
sir. 

Q. You are not? 
A. No, sir. 
Q. I want to ask you this ques­

tion, do you know Mr. David Don­
ohoe? 

A. 
Q. 

with 
tee? 

Yes, sir, I do. 
What position does he occupy 

the Central Proration Commit-

A. I think at the present time he 
is Chairman of the sub committee 
on statistics. That is a non-salaried 
position. 

Q. How long has he been a non-
salaried man? 

A. Since the first of May. 
Q. Of this year? 
A. Yes, sir. 
Q. What was his position before 

that? 
A. Technical adviser to the Cen-

tral Committee. 
Q. Is that your job? 
A. Yes, sir. 
Q. How many technical advisers 

do they have? 
A. Only the one as I understand. 
Q. Who was that? 
A. Mr. Donohoe prior to the first 

of May. 
Q. When did they employ you? 
A. About the fifteenth of June, 

prior to that time I had been em­
ployed on special problems from time 
to time but not in their regular serv­
ice or employ. In other words, 
when an emergency case came up 
they asked me· for assistance in those 
matters. 

Q. Are you giving all of your 
time now to the Proration Commit­
tee? 

A. Yes, sir. 
Q. Have you other clients? 
A. No, sir, not any in particular, 

that is no resident work. 
Q. Have you advised with any 

of the major oil companies? 
A. No, sir, I have not. I am 

not obligated to anybody. 
Q. When did you leave the oil 

company in Wichita Falls? 
A. I left there on May 1st. 
Q. This year? 
A. Yes, sir. 
Q. Prior to that time you were 

employed by them? 
A. The same McGaha Corpora­

tion, yes. 
Q. Since then you have given all 

of your time to the Central Commit­
tee? 

A. No, I didn't give them all of 
my time until the 15th of June. 

Q. Have· you any financial Inter­
est in any of the fields in East 
Texas? 

A. No, sir, I have not. 
Senator Poage: I want to ask 

you one or two questions to get 
something clear in my mind, some­
thing I think you have already testi­
fied. I believe you stated you did 
not think the price of oil had any­
thing to do with the ultimate re­
covery or any regulation of the ulti­
mate recovery; is that right? 

A. I would prefer to read the 
statement if it Is available. 

Q. I don't care what you said, I 
just want to get it clearly in my· 
mind. I am not asking that to 
tangle you up. Do you or not be­
lieve that the amount of allowable 
production should be in anywise de­
pendent upon the price of oil? 

A. No; I don't think it should. 
Q. Then you can't say, can you, 

that there is any physical waste sim­
ply because there is an economic 
waste? 

A. Well, physical waste may be 
related to economic waste. May I 
explain. 

Q. Yes. 
A. If the ability of the pools to 

produce is greater than the consum­
ing ability of the people, and these 
pools are produced to capacity, ob­
viously that which does not go in­
to consumptive channels must go 
into storage channels-surface stor­
age, and no surface storage is im­
mune from evaporation losses. 
Therefore, underground storage is 
superior to surface storage. Un­
necessary surface storage is physi­
cal waste, and economic waste. To 
that extent the two may be rela.ted. 

Q. Isn't it true that the lower 
price you make on any commodity, 
the greater consumptive power of 
the public. The public can actually 
buy more oil at ten cents than it 
can at one dollar, can't it? 

A. Their ability Is limited. 
Q. But there is a spread in there, 

and the lower the price. the great­
er the consumptive power of the 
public? 

A. That is true. 
Q. As far as oil is being pro­

duced at ten cents a barrel, Isn't 
that really an economic loss, rather 



SENATE JOURNAL. 91 

than a physical waste, 
at that? 

to produce it no water there. I know certain of 

A. Yes, sir. 
Q. But if produced under proper 

conditions as to •encroachment of 
water, and rate of withdrawal, and 
so forth, so tliat there is no tapid 
encroachment of water, there is no 
physical waste in producing if there 
is a market for it, even at ten cents? 

A. Yes, sir. When the low price 
hit East Texas, I was still a member 
of Fain-McGaha. I was adviser in 
the matter · of their resources and 
productivity of properties. They had 
some good properties in North Tex­
as, and Mr. Mc_Gaha asked me what 
I thought about those. wells, wheth­
er or not it would not be advisable 
to take the physical loss of abandon­
ing the wells, rather than produce 
it at heavy loss. To that extent ten 
cent oil in East Texas directly re­
sulted in physical waste in proper­
ti.es over which I had supervision; 
but over which the Railroad Com­
mission has control as the conserv­
ing body in the State of Texas. I 
think something should be done to 
alleviate those conditions. 

Q. Getting back to what Senator 
Martin had in mind a while ago, 
take one well-take a well in East 
Texas that we will assume has a 
market at ten cents for oil to go 
into consumptive channels for the 
benefit of the public. 

A. Yes, sir. 
Q. There is then no physical 

waste if you produce that oil, if you 
don't produce it under improper 
conditions? 

A. If there was only one well in 
the East Texas field, you would be 
right. I made it specific that until 
a field has a few wells in it, you 
do not need to regard these specific 
things. 

Q. If there are twelve hundred 
wells In the Ea.st Texas oil field that 
can sell their oil at ten sents, as­
suming those wells were placed un­
der regulations, so as not to allow 
them to drill so deeply they would 
get into water, and so forth-as­
suming that all twelve hundred of 
those wells can sell their oil at ten 
cents, can you not still operate so 
that there will not be any unneces­
sary physical waste in that field? 

A. You cannot. In the field 
·where you have the twelve hun­
dred wells, some sixty or seventy 
wells in the Joiner area are pump­
ing,-recovering their oil; there Is 

those wells that cannot be pumped 
at ten cents per barrel. What is 
going to happen to that area where 
they can't produce it at ten cents 
per barrel? They will abandon it 
and take the economic loss. 

Q. If you had dictatorial powers 
over the entire field', wouldn't it be 
possible to produce that oil at 10 
cents a barrel, as well as at $1.00 
a barrel? 

A. The incentive at ten cents a 
barrel is to open your well as wide 
open as· possible. 

Q. If you had dictatorial powers 
over the entire field, couldn't you 
operate that field without any phy­
sical loss as well at ten cents as at 
a dollar a barrel,-if you utterly 
ignored the price? 

A. You are assuming an impos­
sible situation. 

Q. Yes. 
A. You· are assuming the will­

·ingness of a man to spend twenty 
cents for oil that he can only get 
five cents for. 

Q. Aren't some doing that now? 
A. Yes, sir. Some a.re producing 

oil and no.t making enough to pay 
the cost of lifting. 

Q. And in West Texas, too? 
A. Yes, sir; and the State of 

Texas is· suff.ering from it and will 
continue to suffer. 

Q. You mean to say a man will 
not produce oil when he can't get 
more for it than it cost to produce 
it? 

A. Our company has hopes that 
the Railroad Commission will recti­
fy conditions. They will take their 
losses for a while, as long as they 
have hope of conditions improving, 
J.>ut if they lose hope they will aban­
don the wells, and then they are 
permanently lost, because flooded 
with water. 

Q. If the operators had a reason­
able hope that any commission or dic­
tatorial body that might have con­
trol of the oil situation would work 
out a proper solution, whereby they 
might make a reasonable profit on 
their oil, they would go ahead and 
produce ten cent oil without physi­
cal waste? 

A. Will you state it again, and 
a little slower. 

Q. I want you to answer my gen­
eral line of thought. I am asking 
you this: Isn't it true that if the 
operators had reason to believe that 
any new commission, or old commis-
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sion, or any dictatorial body that 
might be given control of the oil 
Industry, would ultimately work 
out the industry on a paying basis, 
they, in that event, could operate a 
field like the East Texas field, with­
out physical waste, even though the 
oil was only bringing ten cents a 
barrel, and your conditions of op­
eration would be the same as it oil 
was bringing a dollar a barrel? 

A. I don't believe so. 
Q. Why? 
A. Because I don't conceive of 

anybody willingly and knowingly 
spending money for which they will 
receive an inadequate return-a re­
turn insufficient to even compen­
sate expenditures. I can't conceive 
of that. 

Q. I am asking you, if there is 
still hope held out to the operators 
tha.t we will arrive at a stage in the 
oil game where they will get an 
adequate return on their oil? 

A. The trend has all been the 
other way. 

Q. We have been told here that 
if we pass a bill here, we will bol­
ster up that mental attitude in 
them that oil will go u}1. and if we 
can create such an attitude, won't 
these fellows still pump their wells, 
if they believe in six months that 
they will 11:et money for that oil? 

A. Well, everybody is skeptical 
today. 

Q. You are simply saying that we 
never could inspire that confidence? 

A. Not if oil continues at ten 
cents a barrel. 

Q. Provided there is hope on the 
part of oil operators that oil will go 
up? 

A. Well, that hope is pretty 
threadbare at this time. Sure, we 
have hopes, but it has Its limitations. 

Q. Well, if you assume my 
premises? 

A. If your assumption conforms 
to a natural state of affairs, you are 
right, but I don't believe it does. 

Q. I am not asking you if you be­
lieve my assumption-I admit that 
is an assumption? 

A. I admit that theoretically I 
could give an answer, an assumed 
answer, to an assumed condition. 

Q. Under those assumed condi­
tions you could produce the same 
amount of oil from a field over a 
Jong period of time with oil at ten 
cents a barrel as If the oil was bring­
ing a dollar a barrel? 

A. Sure. 
Q. As a matter of actual physical 

production, we don't have to take 
Into consideration the price of the 
oil. 

A. As I understand you, you state 
that an operato:c should not be con­
cerned at any time with the price of 
his product. That is a Utopian sit­
uation which I am incapable of dis­
cussing at all; I can't feature it. I 
would like to be able to answer It, 
but it Is too far from the realms of 
actual conditions. I think that as­
sumptions of that nature should not 
be considered in legislating, as the 
Legislature has to confront actual, 
practical conditions. 

Q. If the Legislature is not to be 
concerned in the price of oil, how 
are we going to effect a practical 
conservation measure that does not 
take Into consideration the reason­
able market demand as the Wood­
ward bill does? 

A. Because, I stated that the oil 
Is taken out of the ground in excess 
of the consumptive power of the pub­
lic physical waste results. 

Q. You admit that the consump­
tive powers of the public when the 
price is down? 

A. In spite of that you stated It 
had its limitations. 

Q. But those limitations will still 
keep the price of oil down? 

A. They certainly have got that 
way so far. And that Is their pres­
ent trend. 

Q. Now another thing I want to 
clear up. Senator Martin asked you 
assuming a field in which there was 
only one well, and I understood you 
to say that there could never be such 
a thing? 

A. A field with one well In it? I 
said that when other wells are in that 
field that no well is Isolated; you 
are not isolated when you have 
neighbors. 

Q. Suppose you have a well like 
that at Kosse? You are familiar 
with that, are you not? 

A. No, sir. 
Q. You know where Kosse is? 
A. Yes. 
Q. They brought in a well there 

that made a great production for a 
while and then quit, and they drilled 
all around there and nobody got any 
oil. Would you limit the production 
of that well until they got other wells 
around It? 

A. If you had positive Indications 
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that there was no other productions 
around it I would not. 

Q. Would you limit the produc­
tion of· any well until other wells 
are around it? 

A. The minute other weijs are 
around It it becomes, not an isolated 
well, but it has an obligation to a 
neighbor. 

Q. But, assuming there are no 
other we.Ila around it-as long as 
there are no other wells around it 
you would not limit this production 
on the theory that it was draining 
the other fellow's land. 

A. No, sir; certainly not, because 
the entire reserve might be under 
that m·an's land, and might be re­
stricted to only one location; those 
are odd conditions. Until a few wells 
are brought in it is not necessary to 
make stringent regulations unless the 
discovery well shows water, or un­
less it is wasting great quantities of 
gas. Those conditions call for im­
mediate attention regardless of con­
ditions, but otherwise, if it is a very 
efficient well, no, not until more 
wells have been drilled in. 

Q. I want to know about some 
pipe line matter. I don't know 
whether you are familiar with pipe 
line matters, or not? 

A. I am not. MY practice is lim­
ited to the pipe line connection. 

Q. You just get it out of the 
ground and stop? 

A. Yes, sir, everything from· driv­
ing the location stakes to delivering 
it to the pipe line connection, but be­
yond that I have had no experience 
in pipe line at all. 

Senator Pollard: You are familiar 
with the proration and unitization of 
the Van Oil Field, are you not? 

A. In a general way. 
Q. I want to ask you this ques­

tion: At the time of the discovery 
of oil in the Van Field, oil was sell­
ing around a dollar and g. half per 
barrel.· 

A. Yes, sir. 
Q. And royalty was selling and 

did sell in the Van Field at five 
thousand dollars an acre base. 

A. Yes, sir. 
Q. That field Is known as the 

most perfectly unitized and prorated 
field in the history of the industry? 

A. I think it is one of the best, 
yes, sir. 

Q. Would you recommend that 
as a basis for the operation of J)To­
rated field under this Woodward bill? 

A. Well, I may have some modi­
fication for that particular one. 

Q. That Is all I want to know 
about that. Now, I will ask you 
this-

A. (Interrupting) May I explain 
a little more fully on that, please? 

Q. I don't want you to make a 
speech on every question I ask you 
for the reason that I want to get 
through and give some other mem­
ber a chance. That prevents eco­
nomic waste as well as actual physi­
cal waste, doesn't it? 

A. Yes, sir. 
Q. All right. Today royalties in 

the Van Field by reason of the field 
having been prorated for two years 
and royalty owners not being able 
to get any money for their royalties, 
is selling at five hundred dollars an 
acre base. 

A. That is a fact. 
Q. And oil that could have been 

produced and sold for a dollar and a 
half per barrel is now selling for 
thirty-one cents a barrel? 

A. Exactly true. 
Q. Is it an economic waste for 

those men interested in oil and in 
the owners of the royalty to have 
been forced to hold underground this 
oil that they could have sold for a 
dollar and a half per barrel until 
they can only get thirty-one cents 
a barrel for it? 

A. Before answering that ques­
tion-

Q. (Interrupting) I JUSt ask you 
to answer it. 

A.- Ptease, Sir, permit me two 
minutes to answer the question. 

Q. All right, go ahead. 
A. If the other fields with the 

same characteristics of the Van field 
had been produced in the same man­
ner as the Van Field was, the roy­
alty would still be five thousand dol­
lars today and the production would 
be a dollar and a half a barrel, Slr. 
It is not the Van Field that is re­
sponsible for that. 

Q. After you have made your 
speech answer my question yes or 
no. 

A. I answered it to the best of 
my ability. 

Q. Is it an econom:c waste, or 
not, would that condition exist? 

A. It is not. 
Q. Then the best thing a man 

can do is to prorate your field so 
the royalty will be reduced from five 
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thousand dollars an acre to five hun­
dred dollars an acre base? 

A. I did not imply that. 
Q. I asked you that question and 

you said it was? 
A. No, sir, I said if the other 

fields had done that. I want to make 
that clear so I asked not to be in­
terrupted. The Van Field itself id 
not responsible for the condition un­
der which it is suffering today. 

Q. I want to ask you this, the 
owners of the royalty, the men who 
gave up their farms and moved off 
in order that oil wells might be 
placed from three hundred to five 
hundred feet apart, if the farmers 
are suffering, is that a problem of 
this State to consider or should we 
consider the proration of the State 
in order to carry out some theory o• 
some petroleum engineer? 

A. I am not asking that you carry 
out any particular theories, any par­
ticular thing. I have introduced no 
bill here, I saw the first one yester­
day. 

Q. Is it the duty of the Legisla­
ture in creating a public policy to 
protect the interest of the· oil pro­
ducing people of the State, or to con­
sider the interests of all the people 
of this State? 

A. I think both. Both of them 
are members of this State. 

Q. Certainly. 
A. Certainly. 
Q. Then it is not fair to those 

who own royalty to so restrict the 
production of any given field that 
their values will depreciate 90%? 

A. Please, sir, may I answer the 
question? 

Q. All right. 
A. With respect to the question 

which you are asking may I explain 
that had the Van Field opened wide 
open when it first came in, they 
would have gotten ten cents for their 
oil instead of a dollar and a half 
which they did get. 

Q. Are they getting it now? 
A. No, sir, through no fault of 

their own. 
Q. Whose fault Is it? 
A. The fault of those who refuse 

to abide by the Railroad Commis­
sion's conservation rules. 

Q. Who did that? 
A. Too numerous to mention. 
Q. Let me ask you this: Don't 

you know as a matter of fact that 
the price of oil at ten cents a bar-

rel in East Texas is a result of a 
conference of certain major oil com­
panies in New York City about thirty 
days ago in order to punish that 
field and to try to force legislation 
through this· Legislature. 

A. I have no knowledge of that 
fact. 

Q. You don't know anything 
about it? 

A. No, sir, I know nothing of 
that. My work, sir-

Q. All right, I understand you. 
I excuse you and withdraw tbe ques­
tion. You have said it already a 
hundred times. You said this morn­
ing the reason this Woodward Bill 
should have some penalties imposed 
upon violators of the orders of the 
Railroad Commission was the fact 
there were so many new oil people, 
inei[perienced operators in East 
Texas, that they ought to have heavy 
fines imposed on them iR order that 
they might produce as you sug­
gested? 

A. I did not present that as the 
sole cause, or the sole necessity. 

Q. I will have the reporter to 
look back and read that and bring 
it in. 

A. If you please, wish he 
would. 

Q. Now then, In your opinion, is 
overproduction the real cause of the 
present price of ten cent oil in East 
Texas? 

A. I recognize the law of supply 
and demand as having something to 
do with price, of course. 

Q. That being true, wlll you state 
to this committee why it Is that oil 
in Pennsylvania is selling for a dol­
lar and sixty cents a barrel and why 
the Magnolia Petroleum Company 
on yest<'rday posted the price of oil 
in North Texas and Oklahoma fortY­
two cents a barrel, and why the same 
company is paying for a better grade 
of oil in the East Texas field twenty­
two cents a barrel, and tlie price 
of oil in the Van field, fifty miles 
away from the East Texas field, is 
thirty-one cents a barrel? 

A. Probably all of the companies 
which are in the East Texas field 
are not in these other particular 
fields. I recognize different crudes 
as having different Intrinsic values. 
Let me explain the nature of the 
Pennsylvania oU. I made a study of 
those production problems last sum­
mer. 

Q. Where, In Pennsylvania? 
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A. Yes, sir. 
Q. Well, go ahead. 
A. That oil is known as having 

a very high lubrication content or 
a superior quality of lubricant. That 
factor alone permits them to g,et it. 
Morever, they are the most careful 
people in the world about physical 
waste. They regulate their produc­
tion in strict conformity with the 
demands f<;>r production, recognizing 
that any excess would be wasteful, 
and bring on local conditions in 
Pennsylvania comparable to what 
conditions are in East Texas at the 
present time. With respect to North 
Texas I wish to state that all of the 
refineries which are operating in 
North Texas are not operating in 
East Texas. Therefore, localities are 
di1ferent, just as wages and remun­
eration for services are different in 
different parts of the country. I am 
not advocating a stanQ:ard fixed price 
in all fields of the country because 
intrinsic values of crude oils is not 
the same any more than long staple 
cotton and short staple cotton should 
be the same price. 

.Q. Don't you remember noticing 
in the newspapers about thirty days 
ago that the Humble Oil Company 
reduced their posted price from 67 
cent to 3 7 cents per barrel in East 
Texas? 

A. Yes, sir. 
Q. On that same day or the day 

after, you know, Mr. Charlie Roser? 
A. Yes, sir. 
Q. Did you notice the statement 

that you issued in which-I can't 
give you the exact words, but I will 
read it to you though-

A. {Interrupting) If you can 
state the implications. 

Q. In other words, he was pop­
ping his hands like this and saying 
"Goody, Goody, East Texas got what 
is coming to them, the Humble has 
cut the price of oil." Do yo-. remem­
ber that? 

A. No, sir, I do not. 
Q. And about the same day that 

cut was made do you remember the 
Governor of this State in the same 
paper, I think the reports came out 
about thirty minutes apart, stated 
that It would be necessary to ~all 
the Legislature together because of 
the oil in East Texas? 

A. {Interrupting) Please, sir, 
with respect to those questions, I 
was too busy on production matters 
purely and I did not analyze or pay 

any attention to such things as that. 
I have heard so many allegations and 
counter allegations I paid little at­
tention to them. 

Q. Now, I want to ask you this, 
if as a matter of fact one hundred 
million barrels of oil, approximately, 
less were produced in the last twelve 
months than were produced in the 
twelve months next preceding the 
last twelve months, then should the 
price of oil go up or down? 

A. It depends, sir. If the re­
fineries ·have developed processes for 
increasing the gasoline recovery by 
technical processes out of the crude, 
probably a hundred million barrels 
less crud'e this year will more than 
satisfy the market which-

Q. (Interrupting) Have they 
done that? 

A. Yes, sir, they have. 
Q. How much more gasoline do 

the refineries get now than they did 
a year ago? 

A. It isn't the amount. 
Q. I asked you and you said if 

that is true, now, I am asking you 
again. You said that they had in­
creased production out of a barrel 
of oil. Now, I ask you to state how 
much more gasoline you get out of a 
barrel of oil today than you did 
twelve months ago? 

A. Please, let me-
Q. (Interrupting) I am asking 

you to answer that question. I 
want to know. 

A. I was answering it. 
Q. Just answer it. Listen, Mr. 

Chairman, may I please be allowed 
to answer the question? 

The Chairman: The witness will 
answer the question. 

Q. Answer in response to the 
questi(ln and not go off at a tangent. 

A. When I stated they had the 
ability to produce more, gasoline, I 
not only meant more in quality, but 
more in power as the result of in­
creased-

Q. I asked the witness to answer 
in response to the question pre­
sented. 

A. That is in answer. 
Q. No, it is not. I want you to 

tell this Senate how much more 
gasoline per barrel is recovered out 
of a barrel of crude oil today than 
was recovered twelve months ago? 

A. Please, sir, which field of 
crude are you speaking of? I recog­
nize diffe'rent crudes. Certain 
crudes have little or no gasoline, 
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such as the Gulf Coast. East Texas 
has enormous gasoline contents. 

Q. As a general rule. That is 
the way you have been testifying 
for two days? 

A. I have been testifying specif­
ically. 

Q. Be specific and state as to the 
Van field? 

A. They have increased the re-
covery. 

Q. How much? 
A. I don't know the percent. 
Q. What do you say? 
A. I told you they increased it. 
Q. You don't know how much 

increase in recovering gasoline pe:· 
barrel of crude oil has been made in 
the last twelve months? 

A. Not specifically, no, sir. 
Q. All right. Now answer this 

question: Listen, and I want yo•1 
to know exactly what I am talking 
about. According to this statement 
here-I believe you worked for the 
United States Bureau of Mines? 

A. Yes, sir. 
Q. Any information they give is 

authentic. or was when you worked 
for them? 

A. I accept it as so. 
Q. If this information is fur­

nished me, and I say I haven't been 
able to obtain a copy of it, I may 
not, I don't know, but in the year 
1930 the total crude production of 
the United States was eight hundred 
sixty nine million six hundred 
twenty-five thousand barrels. Now 
then, during that year there was 
eight hundred sixty-six million six 
hundred fifteen thousand barrels of 
oil run to stills, domestic, ·and sixty 
million barrels of foreign oil, twenty­
three million seven hundred and sh 
thousand barrels of crude oil ex­
ported from the United States. Thera 
was twenty-nine million seven hun­
dred and nine thousand barrels of 
crude used for all other purposes 
making a total demand of nine hun­
dred eighty million eight hundred 
sixty one thousand barrels. Deduct­
ing the total production in the 
United States of eight hundred 
ninety six million six hundred twenty 
five thousand barrels leaves a short­
age in the United States of eighty­
four million five hundred ninety six 
thousand barrels during the year 
1930. That is true, isn't it? 

A. I will accept it as' such. 
Q. All right. Then we drew from 

storage during that year twenty-two 
million four hundred sixty seven 
thousand barrels and imported sixty­
t wo million one hundred twenty-nine 
thousand barrels making a total of 
eighty four· million five hundred 
ninety six thousand barrels used that 
way? 

A. Yes, sir. 
Q, Now, if it had not been for 

these imports of eighty-four million 
five hundred ninety six thousand 
barrels, there would have been a 
shortage in production over con­
sumption in the United States of 
nearly a hundred million barrels? 

A. How much did you say was 
exported from this country? 

Q. Twenty three million, seven 
hundred and six thousand barrels. 
But they usually use eighty-four mil­
lion, five hundred ninety six thou­
sand barrels in the United States 
more than wlts produced in this 
country. Now, taking that into con­
sideration, isn't it true the price of 
oil should be greater per barrel of 
crude in the United States this year 
than in 1930? 

A. Not necessarily at all. 
Q. Isn't it true that the United 

States is producing less barrels per 
day and per month- has been do­
ing so for the year 19 31 than was 
produced in the year 1930? 

A. That may be true, yes, sir. 
Q. Isn't it true? 
A. Yes, sir. 
Q. Now then, taking into con­

sideration the fact there was a 
shortage over consumption in the 
United States last year of eighty­
six million barrels, and a possible 
fifty million barrels for the year al­
ready in 1931, how do you as a 
geologist account for the fact the 
price of oil has dropped from a dol­
lar and a half a barrel to ten cents 
a barrel? 

A. I am an engineer. 
Q. How do you account for that 

as an engineer? 
A. I would call that a problem 

in economics and not in engineer­
ing. 

Q. I will ask you if it isn't a fact 
there are only four purchasing com­
panies of crude oil in the United 
States and they control the price? 

A. I haven't studied that. That 
is not engineering, that is economics 
of some form or another. 

Q. Do you know anybody that 
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does know about that, in the oil 
business? 

A. No, sir, I do not. If I did, 
I would probably know more about 
it too. 

Q. Now then, you made reciim­
mendations to the Central Proration 
Committee and they in turn made 
recommendations to the Railroad 
Commission for a proration order 
that was entered some two weeks 
ago in Texas? 

A. I don't know that I recom­
mended that, sir. I haven't even 
the power of recommending. I 
merely transmit information and 
facts. I haven't even the power to 
recommend. 

Q. What facts did you transmit 
to the Railroad Commission in mak­
ing your recommendation as to the 
proration orders affecting the fields 
in Texas, and upon what did you 
base your recommendations? 

A. On a visit to the field, and 
an analysis of alJ the information 
available. 

Q. Did you make that to the 
Railroad Commission or to the Pro­
ration Committee? ' 

A. To the Railroad Commission. 
Q. Now then, did you recommend 

the allowables for each field upon 
the potential production of that field 
daily? 

A. No, sir, that is an adminis­
trative matter entirely. The Com­
mittee is the people that does that. 
I do not re,commend any particular 
thing. 

Q. What do you do then? 
A. Transmit the facts. The Com­

mission is certain1y qualified to -
Q. Since May 15th you have de­

voted practically all of your time to 
East Texas, the newly discovered 
oil field? 

A. Considerable of the time yes 
sir. •' ' 

Q. Then from your visits to East 
Texas you were able to make rec­
ommendations of facts or find facts 
as the petroleum engineer and not 
as a petroleum geologist-I don't 
want to offend either profession-to 
the effect that the various fields 
should J>e prorated a certain 
amount? 

A. When you say "various fields" 
you mean the oth,er fields in the 
State? 

Q. Yes, sir. 
A. I never mentioned a fact 

4-Jour.-l 

about any other field in the State 
with respect to proration, allowables 
or anything else. ' 

Q. You stated this mo:·ning that 
you advised proration should be had 
with regard to the State as a. whole? 

A. That is my information and 
opinion to you gentlemen. I have 
not yet transmitted that opinion to 
the Commission. 

Q. And they have already en­
tered one order based upon your pe­
troleum E)ngineering reports? 

A. They have hea.rd both sides of 
the affair, sir.· 

Q. All right. 
A. They did not base it on what 
said because what I recommended 

was not carried out. In the first 
place, I do not recommend, so I 
have nothing to offer except the in­
formation. 

Q. Are you familia.r with-that 
is all, I guess I am taking too much 
time. 

Senator DeBerry: Will you let 
me ask one question and then I will 
retire. 

The Chairman: Yes, sir. 

Questions by Senator DeBerry. 

Q. A while ago when Senator 
Martin was asking you questions, 
you read tha.t paragraph marked 
there defining waste as oil produced 
in excess of the market demand. I 
wish you would read that careful­
ly out loud and tel! me whetl!er you 
think that definition of waste should 
go into a proper bill carrying out 
your suggestions or your findings? 

A. It is one of the factors of 
waste. It does not involve all of 
the elements of waste. Waste has 
other elements than are contained 
in this. I do concur in it, within its 
limits. 

Q. If you were given the power 
to suggest, and that is what you 
are doing indirectly to us, and I 
am glad you are doing it,-if a pro­
per bill is written to carry out what 
you think should be done, that 
should be one of the definitions of 
waste, should it not? 

A. Yes, sir. 
Q. All right. 
A. It certainly is. 
Q. Now, I want to ask the sten­

ographer to copy that. I want to be 
sure to get it into the record. 

A. "May I have the privilege of 
explaining why I i\)cogniza it as 
such? 
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Senator Oneal: Will you let the The Chairman: The Senator 
witness read that so all of us ca.n from Tarrant: 
get the benefit of it? 

The Chairman: 
suggest that the 
definition, giving 
the sub-section. 

I was going to 
witness read the 
the section and 

A. It is Section 2, Clause G. per­
taining to physical waste. "Waste 
incident to or resulting from the 
production of crude petroleum oil or 
natural gas in excess of the reason­
able market demand tor such com­
modities for current donsumption 

-0r use within or outsfde of the State 
-0f Texas, plus such amounts as are 
necessary for building up or main­
taining reasonable reserves." I am 
sure you mea.n reasonable reserves 
above ground. 

Q. That is all. 
The Witness: May I state-I as­

sume that you are speaking of phy­
sical waste." The term "physical" 
waste rs not Included in this. But 
am I correct? 

A. Sir? 
Q. I a.sked the question that if 

not a proper bill-
A. May I ask if the word "phy­

sical" is in this? 
The Chairman: I would suggest 

that the reporter copy the section 
verbatim, without interlineation or 
the addition of any words. 

A. It is one of the elements of 
waste. 

Q. And would you recommend 
that such a definition or one of the 
definitions of "waste" in a proper 
bill should be in that language? 

A. Yeli, sir. 
Senator DeBerry: All right, 

that's all. Now I want this to go 
In the record. That is the clause in 
the bill-what is that ma.n's name 
Senator Pollard? 

Senator Pollard: It is the Rhodes 
Baker Bill. 

Senator DeBerry. That Is the 
section or the definition of "waste" 
as found in the Rhodes Baker Bill. 

The Witness: May I make this 
statement, Mr. Chairman? I said 
one of the elements. It Is not com­
plete. 

The Chairman: That Is all right. 
Mr. Reporter, I would like to make 
the statement that It Is one of the 
elements. 

The Witness: It is one of the 
elements. 

Senator Rawlings: Mr. Chair-
man. 

Questions by Senator Rawlings: 

Q. Mr. Foran, you are familiar 
with the operations of the East Tex­
as Field? 

A. Yes, sir. 
The Chairma.n: Senator, speak a 

little louder. 
Q. Is there any waste being com­

mitted in the East Texas field at 
this time? 

A. I would say that there is, 
yes. sir. 

Q. I mean physical waste. 
A. That is what I am speaking 

of, yes, sir. I believe so. 
Q. Will you tell us in simple 

language, free of any technical ex­
planations, what that waste consists 
of? 

A. It consists of the premature 
intrusion of water in places where 
they have valuable reserves yet to 
be recovered which will not be re­
covered If the present operations are 
continued without some sort of reg­
ulation. 

Q. Now, that Is In line with the 
explanations you have made from 
charts here where the wells were 
allowed to flow too freely. 

A. That Is one. 
Q. That is one waste that Is be-

ing committed In Ea.st Texas? 
A. Yes, sir. 
Q. Are there any others? 
A. Yes, sir. 
Q. I don't want you to demon­

strate-I want it just as simple as 
it can be so you will understand 
the import of my question. I don't 
care so much about the technical 
demonstration or explanation of the 
strata, etc. We are called here to 
deal with a practical question as 
legislators. 

A. Uh-huh. 
Q. And we want to know for 

the best interests of the people. 
A. Yes, sir. 
Q. Now I want to know In. as 

short and simple a form as you can 
state into the record the different 
kinds of waste that are being com­
mitted in East Texas at this time. 
You have named one of them. Now, 
can you name another one? 

A. Another one is the disposal 
problem of salt water on the west 
edge of the field. It is a definite 
rel a ti on, the exha ustlon of gas ener­
gies which are producing oil at rates 
too rapid. 
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Q. Is there any other? 
A. The waste of approximately 

four gallons of high quality, high 
test gasoline to every thousand feet 
of gas blowing ·into the field. There 
is not a gas t>lant in the East Texas 
field, although there Is at this time 
about 150 or 160 millions feet of 
gas daily carrying four (thousand 
gallons of gasoline for ea.ch million 
feet that is going to waste into the 
air. I certainly call that a waste. 

Q. Now, do you know of any 
other· forms of waste being . prac­
ticed in that field? 

A. The drilling of wells in cer­
ta.in locations too close· to the water 
or unnecessarily close to the water 
level. 

Q. Mr. Foran, is there any for­
mula that we can write into a Stat­
ute that will govern the operations 
of oil wells in a field like this-in 
other words. I mean one of the ele­
ments of waste is that the well is 
permitted to run wide open? 

A. Yes, sir. 
Q. And that traps off certain de­

posits. Now, then, can you say that 
that well should be permitted to 
run 80 or 50 per cent or 10 per cent 
of its potential? 

A. Yes, ·sir, it is a unit of the 
field. You know what the entire 
field is capable of producing with­
out causing waste in the State of 
Texas, and-

Q. What I want to--if you don't 
get to complete this answer indicate 
it and I will let you answer. The 
question is-"Can we as Legislators 
write into a statute that any ar.ea 
or field should not be permitted to 
produce in excess of 10% of their 

·potential?" 
A. No, sir, because that allow­

able changes from time to time as 
the physical nature of the field 
changes from time to time. jhere­
fore, the amount laid down would 
not be feasible. 

Q. We will assume that condi­
tions that now exist will continue for 
a stated period of time. Can you say 
as an engineer or a Legislator, that 
those wells in that field should run 
50% of their potential-in other 
words, can you strike a level of perc 
centages without doing injury to 
somebody? 

A. Not as a legislative act, and 
that was the purpose of asking for 
public hearings prior to fixing fig­
ures. That would not be feasible. 

Legislation which calls for hearings 
and dis(lusses conditions under which 
the allowable may be changed from 
time to time, would seem wiser in 
my opinion. 

Q. Is it possible, Mr. Foran, to 
give us any estimate. or reasonably 
fair guess about the· percentage of 
wastage in the East Texas field at 
this time? You say there is consid­
erable wastage. Is there any way 
to estimate that? 

A. In, percentage, certain areas 
will lose from 10 to 3 0 percent of 
their ultimate recovery as the result 
of improper regulation. 

Q. In of!her words you say the 
wastage now being permitted in East 
Texas runs from 10 to 3 0 percent? 

A. In that district, subject to 
water intrusion there. 

Q. Do you think a bill passed by 
this Legislature would curtail the 
different elements of wastage you 
have enumerated, would solve the 
problem in East Texas? 

A. I think so; at least it would 
be a great stab in that direction. 

Q. Is there any other field in 
Texas in which waste is being com­
mitted similar to that in East Texas? 

A. Not that I know of-in com­
parable conditions. 

Q. So far as you know, the only 
considerable waste now being com­
mitted is in East Texas? 

A. To my knowledge no other 
field is letting that much gas go 
into the air without extracting that 
gas out of it. 

Q. Well, could that wastage be 
prevented without doing much dam­
age to the well? 

A. Hardly so, because if plants 
are constructed to take that off the 
peak load it may drop off from the 
peak and it is not feasible to put in 
plant capacity to take care of that, 
because peak production is only tem­
porary. ,The remedy is not to al­
low it to go beyond those peaks. 
However, a certain amount of that 
is necessary in every development. 

Q. You either don't understand 
me, or I don't understand you. You 
outlined certain elements of waste 
in East Texas. 

A. Yes, sir. 
Q. Do you think that waste can 

be stopped without doing any dam­
age to ordinary production in that 
field? 

A. I certainly do, yes, sir. 
Q. Now, then, Mr. Foran, as far 
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as one element of waste, I don't be­
lieve you mentioned awhile ago and 
that is storage-you did not mention 
that. 

A. In storage? 
Q. Yes. 
A. I don't believe so. 
Q. That is also another element 

of waste? 
A. Yes, sir. meant to state 

.ivaporation of necessary or unnec­
essary storage. 

Q. Can you give us any Idea so 
I may understand it-I am like Sen­
ator Martin, I am simple-minded 
about these things-can you give us 
any idea about how much wastage is 
taking place in East Texas as the 
result of storage? 

A. No, sir, I could not give it to 
you exactly-

Q. Well, not exactly, but substan­
tially it doesn't amount to anything. 

A. I could not give any exact fig­
ures on that, but what I am stating 
is that production of excesses or 
wrongful storage results in that grav­
ity oil from two to as high as five 
rer cent for the first year of storage 
a lesser quantity. That refers to 
southern climates. 

Q. Well, do you have any idea of 
how much is in storage there now? 

A. It is just in tank storage on 
the lease. There is not so much in 
the field locally. Now when it leaves 
there I do not know whether it goes 
to storage or not, but if it does there 
will be evaporation loss. 

Q. I have heard considerable dis­
cussion about waste of natural gas, 
and heard them say you can go 
through there at night and it is 
lighted up as bright as daytime. Do 
you know anything about the extent 
of that wastage? 

A. I mentioned it at the last pub­
lic hearing, that of the ninety million 
feet produced from three hundred 
thousand barrels per day, \hat about 
40 or 45 million was burning in the 
place and the other being burned in 
boilers, and so forth.-Since the 
greater- percentages are being wasted 
because there is now about four hun­
dred thousand. 

Q. Can that gas that is going to 
waste in the flares, can that be con­
served. 

A. The best method of conserving 
it is restraining its withdrawal from 
the ground, in other words, curtail­
ing production to a point that re­
duces it somewhat. If it was not so 

rich in gasoline, of course, it would 
not represent such a loss. Let me 
state right here that each thousand 
cubic feet of gas carries one gallon 
of gasoline, therefore that means a 
thousand· gallons for each million 
feet of gas and four hundred thou­
sand gallons for each hundred mil­
lion feet. therefore, there is more 
than four hundred thousand gallons 
of gasoline daily going into the air . 
I think that should be curtailed. 

Q. Can that be conserved with­
out inter1ering with the operation of 
the well? 

A. Yes, sir. 
Q. That gas that is going up In 

the air, of course, that is necessary, 
because that brings the oil to the 
top? 

A. Yes, sir, that is the natural 
function of it, it has performed a 
part of its service in doing that. 

Q. You cannot recapture all of 
that gas after It has performed its 
service? 

A. I think some of it could be re­
turned to the sub-surface if it wasn't 
for the enormous split up in the own­
ership in the field. If it was oper­
ated as some of the fields, for in­
stance like the Cook field in Shack­
elford County, and the Sugarland 
field in Fort Bend County. If it was 
operated in that manner, as a co­
operative unit, yes, we could accom­
plish results almost impossible un­
der the present condition. That is 
one of the benefits of unitizatlon, or 
its equivalent. You do not always 
have those quantities of gas, if it 
is coming from the ground at pres­
sures feasible to return it to the 
ground. 

Q. It would not be proper In 
your judgment for us to write a for­
mula by which you could conserve 
the oil in East Texas. That would 
have to be let to some board, after 
they had heard the facts? 

A. Yes, I think In reading Sen­
ator Woodward's bill, that the prin­
ciples embodied in the bill, and were 
well fashioned and well declared in 
his bill. It was very comprehensible 
to me after going over it, and I say 
that I think it offers a solution to 
the greater portion of the troubles 
there at the present time. 

Q. Would you object to making 
a statement at this time as to what 
you think ought to be the allowable 
in East Texas on a percentage basis, 
- suppose a well was runing ten 
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thousand barrels per day under the 
average conditions there, wo.uld you 
object to making a statement as to 
what that well ought to make on 
a percentage basis? 

A. Well, that is a little bit dif­
ficult because it would depend on so 
many different conditions. The 
acreage surrounding that well is one 
factor. If you have a large number 
of acres undrilled around a well you 
are entitled to produce more than 
if you are restricted to a two or 
three acre tract, which is closely 
surrounded by other wells, and for 
that reason a well of that type might 
produce,. four to five or six hundred 
barrels a day, and other wells near 
by which would only produce three 
hundred barrels per day, depending 
upon their producing ability. To 
give specific figures you must con­
sider the field as a whole. 

Q. Well, treating the field as a 
whole or each well separately, either 
way you want to handle this part of 
it, would it be satisfactory at this 
time that the wells in East Texas be 
permitted to run seventy per cent 
of their potential or forty per cent 
or ninety per cent or ten per cent. 

A. We determine what the real 
producing' ability of those wells 
figures then we might be able to 
determine that matter. 

Q. Well, you don't get the real 
potential, do you, you just make an 
estimate? 

A. It is ,advisable in taking the 
potentials not to throw the wells 
wide open, but shut them down in 
order to get a uniform resistance 
then you can get your potentials 
fairly accurately. 

Q. Some of those wells are 
pinched down now? 

A. Yes, sir. 
Q. Can you tell us what per cent 

of their potential they are ru\ning 
under the present state of affairs? 

A. Some of them are producing 
five per cent, some ten some fifty, 
and several of them in the Joiner 
area are producing a hundred per 
cent of their potential, because they 
are pumper wells, all of the energy 
has been used up in getting the 
flush production, and such wells 
are now running wide open, however 
they are not large producers. 

Q. Do you think small wells of 
a hundred barrels per days, that 
those wells should be prorated or 

allowed to produce their full capa­
city? 

A. It depends upon the condi­
tions in the particular field. 

Q. Do you think it would be ad­
visable to write a statute as to the 
production of small wells, such as 
pumpers? 

A. Yes, I think that should be 
incorporated in it, however, if the 
administrative function of tqe bill 
is as written that could be taken 
care of. 

Q. You think that could be left 
to the commission that is vested with 
power to deal with it rather than 
the legislature? 

A. Well, if you state proration, 
ratable production and ratable 
takings all the same, that is what it 
is for, the purpose of conserving oil 
in the State as a· whole. 

Q. If you conserve it that means 
keeping it in the ground? 

A. No, sir, an efficient recovery 
of maximum reserves, and the utili­
zation of those reserves. 

Q. In other words you mean by 
that that the well should be so pro­
duced in an orderly manner so that 
they will get the maximum amount 
of oil out of them? 

A. Yes, sir. 
Q. You think in order for that 

to· be done that it is necessary for 
some regulation by authority of the 
statute? 

A. Yes, sir, I believe so. 
Q. Do you think there is any sub­

stantial waste in East Texas now 
that you can justify this legislature 
in undertaking to pass a statute 
dealing with that subject? 

A. Yes, sir, I think so. 
Q. Do you think the condition in 

the oil field of Texas today would 
justify the legislature in passing a 
statute and making more stringent 
rules in order to bring about a more 
orderly production of oil? 

A. Yes, sir, there is in East Texas 
today going to waste in the forms 
of vapors more oil than certain set­
tled fields in the North Texas fields 
produce. For example here is the 
Central Texas field producing twen­
ty-five or thirty thousand barrels of 
oil daily, and in East Texas more 
than ten thousand barrels of gaso­
line comes out of the wells in the 
form of vapors. When you take in­
to consideration ten thousand bar­
rels of gasoline, certainly it is enor­
mously wasteful. 
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Q. I am looking at this from a 
legislative standpoint. Do you think 
you could swop places with me and 
having the technical knowledge you 
have now that you could set down 
in your own words a description of 
the condition that exists in the oil 
fields that should be corrected, and 
write a formula that would correct 
it? 

A. . I think so. 
Q. Do you think you could Indi­

cate or define. the conditions there 
that should be remedied? 

A. Not specifically with refer­
ence to that field, I would make the 
provisions and the elements of those 
laws, and leave the administration 
to a duly elected or appointed com­
mission. 

Senator Oneal: I move that the 
committee stand at ease until four 
fifteen. 

The Chairman: It has been 
moved that the committee stand ad­
journed-at ease until four fifteen, 
all in favor of that motion let it be 
known by saying "aye," opposed no, 
the "ayes" have it and the commit­
tee will stand adjourned-at ease 
until four fifteen. 

4:15 P. M., July 23rd, 1931. 

The Chairman: Gentlemen at 
this time I want to suggest th~t in 
asking your questions you confine 
yourself to those matters that have 
not already been asked about be­
fore. I do not wish to curtail any­
body or put anybody off but I would 
urge that you do not go over the 
same matters again. 

Senator Rawlings: I just want 
to ask Mr. Foran to be kind enough 
to state in the record a simple defini­
tion of physical waste, I do not 
mean in legal terminology, but what 
you would say are the elements 
that constitute waste In these oil 
fields, so we may have that, so It 
may appear in the records for our 
information. 

A. Physical waste embodies those 
elements which have a bearing on 
the ultimate economic recovery of 
the product within the reserve, which 
is the natural gas and oil. Among 
those elem en ts are the Inefficient 
utilization of the natural reservoir, 
energy or pressure, or disorderly 
withdrawal of the contents of that 
reservoir, which in turn results in 
the disorderly intrusion of water. 
The completion of wells in sucu a 

manner as to not constitute a future 
hazard to a production of surround­
ing wells. The avoidable evapora­
tion on the surface of either crude 
oil or gasoline, natural products. 
By evaporation I mean by blowing 
in the air, whether by vapor form or 
of its own liquid form, and the 
spacing of wells In such a manner 
that although it might increase the 
daily rate of production the ultl­
mate---it ultimately reduces the 
maximum economic recovery. By 
economic recovery I mean a justifi­
able recovery. 

Q. Can that always be correcter!. 
without injury to the well, or the 
owner of the property? 

A. Yes, sir. 
Senator Purl: I just want to ask 

one more question. I understood 
you to say yesterday that it took 
about three hundred cubic feet of 
gas to the barrel In East Texas? 

A. That is approximately the 
average, fairly close to it. 

Q. Did I understand you to say 
that you considered the Van oil 
field now as the most nearly prop­
erly controlled field in Texas? 

A. It is one of the best. 
Q. Do you agree first with these 

figures, they have been furnished to 
me, I don't know whether they are 
correct or not, East Texas three 
hundred feet of gas per barrel, Big 
Lake fifty thousand feet of gas to 
the barrel, and the Van oil field 
twenty thousand cubic feet of gas 
per barrel? 

A. Those figures are the most 
erroneous I ever heard, they are 
grossly erroneous. 

Q. You do not agree with them? 
A. No, sir. 
Q. You think Big Lake at fifty 

thousand feet to the barrel-
A. That ls grossly erroneous, ab­

solutely so. 
Q. What would you consider a 

fair number of cubic feet of gas in 
the Big Lake field per barrel? 

A. Approximately five thousand 
cubic feet. 

Q. What would you say as to the 
Van oil field? 

A. Four or five hundred feet to 
the barrel. 

Q. Taking your :figures, so far as 
the gas ls concerned, East Texas is 
better regulated so far as gas is 
concerned than Vann? 

A. If your figures are correct, 
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but might I offer my opinion on 
those figures. 

Q. Just wait a second. I am now 
giving your figures. I understood 
you to say yesterday, and you now 
reiterate. three hundred feet in East 
Texas? 

A. Yes, sir. 
Q. I now understand you to say 

five hundred feet in Big Lake? 
A. No, sir, I said five thousand 

would be a reasonable figure. 
Q. And four hundred feet in 

Van? 
A. Yes, sir. 
Q. Those are your figures? 
A. Yes, sir. 
Q. Now based on your flguri:s 

then East Texas, so far as gas is 
concerned, is wasting less gas than 
those other two fields? 

A No sir, not at all, may I ex­
plaii°i please? 

Q. Yes. 
A. In the first place the ratio at 

Van is not far from three hundred 
cubic feet per barrel, which was the 
Initial ratio; that is the reason I say 
there is a very efficiently operated 
pool, they have wasted very little 
gas, they have pinched their pres­
sure, which is the reason they have 
that pressure. I recently supervised 
the deepening of wells in the Big 
Lake pool, and I happen to know 
they are now producing their oil at 
an average of less than four thou­
sand cubic feet per barrel, but that 
figure of fifty thousand feet never 
existed. 

Q. Five thousand feet is a great 
deal of difference from three hun­
dred. 

A. Yes, sir, and thirty-seven hun­
dred feet is a good deal different 
from seven thousand feet. 

Q. There is more gas being 
wasted in Big Lake? 

A. Yes, sir. When the gas is go­
ing out it is being wasted. Of course, 
you can only speak of wet gas, it 
carries four thousand gallons of gas­
oline. 

Q. I am talking about gas that 
the cities could use? 

A. I thought you were talking 
about the gas produced at the well? 

Q. No, I mean gas furnished in 
the stoves. 

A. You mean gas that comes out 
of the wells? 

Q. Yes. 

A. Well, it contains four gallons 
of gas to the thousand feet. 

Q. I mean the gas that is burned 
in the stoves in the city. 

A. That is not the same gas that 
comes out of the wells. Nine thou­
sand foot production is somewhat 
different from three thousand or 
thirty-five hundred foot production. 
I have worked in both pools, super­
vised working in the Big Lake and 
watched those figures. 

Q. When you speak of three hun­
dred feet in East Texas, and five 
thousand feet in West Texas, are 
you referring to the same thing? . 

A. No, sir'. 
Q Will you reduce that down so 

we ~an get the proper analysis? 
A. Yes, sir. 
Q. Give me the figures in your 

way of reducing them? 
A. If a reserve naturally con­

tains large quantities of gas which 
is intermingled uniformly with the 
oil it is impossible to produce oil 
without producing gas. If that ratio 
is naturally high-a high ratio doea 
not always follow, and if it is nat­
urally low as in East Texas a low 
ratio is not necessarily efficient. As 
a measure of efficiency, I would say 
the pool whose ratio does not change 
from its early life is most efficient. 
The East Texas pool now has some 
seventy wells that are pumping, in­
stead of flowing. I measured that 
ratio in a number of them and found 
that that ratio had risen above its 
original 300 feet per barrel and had 
gone up to 700 or 900 feet per bar­
rel in some wells before the wells 
stopped Bowing, That is certainly 
contrast with Van's 300. 

Questions by Mr. Pollard. 

Q. Do I understand from that 
that there is no waste in the amount 
of gas that is escaping, but in the 
ratio of lifting power, or horse­
power, that is being wasted in com­
parison with that? 

A. No; i:et me state, Senator, 
there are two functions of gas in 
the production of oil. The first 
function is to drive it through thP. 
sand before it reaches the well. 
That generally consumes the greater 
portion of the gas energy. Then the 
lifting process consumes the remain­
der of the energy. Now, when you 
are speaking of lifting ratios, you 
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are not speaking of the whole factor, 
but only of one. 

Q. I guess I am more thick­
headed than the Senator from Dal­
las. I can't see if you are wasting 
five thousand cubic feet of gas to 
lift a barrel, that that is not waste. 
Isn't that the same field as the Uni­
versity is having such a row about 
now? Have you been to that field? 

A. I was out at that field. 
Q. They say there is waste and 

want to close the wells. 
A. Well, they had a public hear­

ing-
. Q. Is it necessary for you to have 

a public hearing to determine 
whether the escape of 5000 cubic 
feet of gas to lift one barrel of oil 
is waste? 

A. If you are talking among ex­
perienced oil men, no; if 'lOt, yes. 

Q. Can use ever be made of that 
5000 cubic feet of gas from that 
well? 

A. They are processing that for 
the gasoline content in it. The East 
Texas people are not; they are burn­
ing everything. 

Q. It costs how much to make 
a gallon of gasoline from one of 
those casinghead plants? 

A. Sir? 
Q. What does it cost to make 

a gallon of gasoline out of that gas? 
A. It would depend upon lthe 

size of the plant, gathering systems, 
and so forth; it would take me 
hours to explain. If you have the 
time I will explain. 

Q. Give me a general idea of 
the approximate cost of reduction 
of gasoline from gas in a casinghead 
p !ant in the East Texas field? 

A. There is no plant in the East 
Texas field. 

Q. Suppose there wa.s one of the 
general, ordinary casinghead plants 
there; what would it cost a gallon? 

A. You had better ask a casing­
head plant man. 

Q. Then, you don't know wheth­
er it is cheaper to let the gas escape, 
or to manufacture gasoline from it? 

A. Yes. 
Q. Then, if you do know, why 

don't you tel! me? 
A. I don't know exactly. 
Q. Well, you don't know at all 

-you said I would have to get a 
casinghead plant man? 

A. Yes; if you want specific In­
formation. 

Q. Well, give me the approxi-

mate cost per gallon, taking into 
consideration 1200 wells over 120,-
000 acres of land, tell me what it 
would cost per gallon, to collect 
that gasoline-to establish casing­
head plant over that field, and re­
cover the gaoline? 

A. It would take some time to 
figure that. All casinghead plants 
must enter on their books the de­
precia:tion of their plant. 

Q. Mr. Foran, can't you ever 
give us a general idea and a direct 
answer to a question? 

A. That enters into the cost, and 
I want to explain why it could be 
done over there. May I explain it? 

Q. I will be glad for you to do 
it. 

A. You have to know what your 
depreciation is; that is a figure of 
the cost. 

Q. What would that be? 
A. One minute, please. 
Q. All right. 
A. In the Joiner area, if a plant 

were put in there for the wells flow­
ing in their early life, and you put 
in a gathering plant, you would 
have to put them in on the basis on 
which those wells were flowing at 
that time to handle it. What would 
you do if ninety days later seventy 
of those wells flopped and you did 
not get the gas? Then you would 
have a high cost. On the other 
hand, you might have a longer life 
if the field were conducted in a 
more orderly manner. When you 
ask for an exact cost figure, with­
out regard to those considerations, 
an answer is not possible. 

Q. All right, if an answer is not 
possible, how ca.n you tell this Sen­
ate there is waste in permitting the 
escape of oil-I mean of gas. in lift­
ing a barrel of oil. when you don't 
know what it would cost to recover 
four gallons of gasoline from a 
thousand cubic feet? 

A. Everyboqy knows that there 
are thousands of plants recovering 
four gallons of gasoline from a 
thousand cubic feet of gas. 

Q. But that is where wells are 
close together. You have one well 
to every 10 0 acres In the East Texas 
field? · 

A. No, sir; they have not. 
Q. How many wells have you In 

the East Texas area-1200? 
A. !200. 
Q. How many acres? 
A. 120,000. They are not drain­

ing that much. 
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Q. Don't you have an average of 
one well to every 100 acres. in that 
field? 

A. Not for the purposes of gath­
ering gas. 

Q. No; not for the purpose' of 
your answer. You admit you don't 
know what it will cost, and in or­
der to determine whether there is 
waste or not, ia schoolboy would 
know that you must determine the 
cost of gasoline. 

Senator Woodward: I think the 
Chair ought to intercede; this is 
not an argument between the Sena­
tor and the witness. 

Senator Pollard: Senator, will 
you tell me as a lawyer and a man 
experienced in business, that before 
there is waste in the production of 
four gallons of gasoline from 1000 
cubic feet of gas, that you must 
first determine whether it is more 
economical to let the gasoline es­
cape or produce it? 

Senator Woodward: I am not 
the witness. 

Senator Pollard: Well, you are 
taking the witness's part, and if 
you are speaking for him, you should 
answer my question. 

Senator Woodward: I was rais­
ing a question as to the manner of 
questioning the witness. 

Senator Pollard: Senator, I 
would like for you to ask the ques­
tion, because you are an experienced 
lawyer. 

Senator Woodward: I don't care 
to indulge in these sidebar remarks, 
and carry on an argument between 
himself and the witness, and tell 
the witness a schoolboy ought to 
know certain things; that is not the 
proper way to conduct a hearing. 

The Chairman: The Chair sug­
gested yesterday that we did not 
want any argument between tbe wit­
ness and the one doing the qu'estion­
ing. I think the Senators themselves 
being twenty-six years old, and cap­
able of sitting in the Senate, ought 
to know without being reprimanded. 
ought to know when they are indulg. 
ing in a debate with the witness. 
The Chair would prefer and must in­
sist that the question be put to the 
witness in an orderly manner with­
out a debate or argument. 

Senator Pollard: All right, Mr. 
Chairman. 

Q. You say you don't know the 
cost of a gallon of gasoline produced 

in East Texa.s from gas that is es­
caping in lifting the oil? 

A. Not the exact cost. I can 
give you an estimate of the cost. 

Q. All right; give it. 
A. About one cent a gallon. 
Q. That is a question I asked 

you a good while ago, isn't it. 
A. But that is n-0t over every foot 

of gas in the field. That is the rea­
son I asked to explain about certain 
sections in the field. You are asking 
questions about certain things that 
no man could give an answer to, 
unless you qualified your questions. 

Q. Now, can y-0u produce that 
gasolfne cheaper in a refining plant? 

A. You can't produce casinghead 
gasoline at all in a refining plant. 

Q. You know what I am talking 
about. Can you produce gasoline 
from a refining plant cheaper than 
you can from a casinghead plant? 

A. East Texas crude, I don't 
know; I am not a refining man. 

Q. You could testify as to casing­
head gasoline; certainly you could 
go a step farther? 

A. When I said a cent a gallon 
cost, I wish to state that is the cost 
if you take the gas under pressure 
and pass it through an absorption 
plant, and not through a pressure 
plant. You see there are so many 
ways casinghead gas is produced. 
Your question is very vague, and if 
you are not familiar with the cir­
cumstances, of course, I am not 
either, and could not answer. 

Q. Mr. Foran, taking into con­
sideration the cost of reducing the 
casinghead gasoline to gasoline ready 
for consumption, would it be cheaper 
to produce gas-0.Jine from refined oil 
in East Texas than it would be to 
produce it from casinghead gas? 

A. Under the present low prices 
of crude, it would be. 

Q. Then it would be an economic 
waste to recover casinghead gasoline 
in East Texas? 

A. Not t-0 preserve it in the 
ground. 

Q. I see. 
A. That is what I am speaking of. 

If you can use it, I see no justifica­
tion for putting it in the air, when 
you can keep it in the ground. 

Q. Well, isn't it a fact that the 
gas in . the Big Lake area is more 
saturated with gasoline content than 
in the East Texas area? 

A. No, sir; it is 6/10 of one gal­
lon, the East Texas gas is approxi-
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mately seven times as rich. I know 
because I took the samples myself. 

Q. I believe a few minutes ago 
we were discussing this fact, that 
the consumption of crude oil in the 
United States today is 100,000 bar­
rels more than the production; isn't 
that true? 

A. Yes, sir. 
Q. If that is true, why is it since 

June 20th to July 4th this year that 
the price of gasoline-wholesale gas­
oline-dropped like it did? 

A. The price of wholesale gaso­
line has nothing to do with petro­
leum engineering. I would prefer 
for somebody better informed to an­
swer the question. 

Q. Well, would you, in arriving 
at a market demand as regulating 
the production, take into considera­
tion the consumption of crude oil, 
or the consumption of gasoline, and 
other by-products of crude oil? 

A. Yes, sir. 
Q. Which one would you con­

sider? 
A. I don't know; different crudes 

are different. 
Q. You don't understand me. In 

arriving at the curtailment of pro­
duction, to meet market demand, un­
der your theory, would you take into 
consideration the consumption of 
crude oil or the consumption of gaso­
line and other products of crude oil? 

A. You would take both into con­
sideration, sir. 

Q. All right; then you would 
take into consideration the importa­
tion of gasoline and crude oil from 
Russia and Venezuela manufactured 
and delivered into the United States. 
and also the importation of crude 
oil from those countries? 

A. No, sir; their production does 
not come from American territory 
and I can't see where it has a bear­
ing on subsurface waste in Texas. 

Q. I am talking about your the-
. ory of controlling production to meet 
market demand. Where there are 
36,000,000 barrels of crude oil im­
ported into the United States, don't 
you take into consideration also the 
importations of gasoline and refined 
products? 

A. As I stated I am a production 
engineer, and not informed on the 
refining or the marketing economics 
at all. 

Questions bY Senator Woodward. 

Q. Mr. Foran, first, I want to ask 

you if I understood you to say a 
while ago, that it requires in the 
Van Field approximately 300 cubic 
feet of gas to lift a barrel of oil? 

A. Yes sir. 
Q. Whereas in the Big Lake field 

it requires approximately 5000? 
A. I believe that is the figure. I 

know the average figure of the Big 
Lake Oil Company is about 3200 
feet. 

Q. In reference to waste, you do 
not regard as waste that additional 
amount that it takes in the Big Lake 
field over and above what it takes 
In the East Texas or Van field? 

A. No, sir. 
Q. Now, explain why it is not 

waste to use five thousand feet there, 
and 300 feet over here? 

A. All right; I have examined 
cores from wells drilled in the Big 
Lake field, and cores from wells in 
the East Texas field to get an index 
to the resistance offered by the sand 
or lime to the fiow of the oil. It 
stands to reason that to force any 
liquids or fiuids through a bed of 
clay or fine, porous material, calls 
for more energy than to push that 
same fiuid through gravel which is 
loose or open. 

Q. Go ahead. 
A. Now, in comparison, the sands 

of the East Texas field are to the 
tight dolomites of the Big Lake big 
pay as fine cement sand is to a loose 
gravel. 

Q. In other words, waste is that 
which is when produced without 
beneficial use? 

A. Exactly. 
Q. It is not determined by 

whether it takes 300 pounds in one 
area and 5,000 in another? 

A. Exactly. 
Q. If put to beneficial use it is 

not waste? 
A. No, sir. 
Q. Now, Mr. Foran, I want you 

to get back to Senator DeBerry's 
question Of yesterday, wherein he 
asked you to read Section 15 of the 
bill now before the committee, and 
which I will read to you now: "The 
fact that any party owning or oper­
ating any property producing crude 
petroleum oil or natural gas is not 
operating such property so as to pro­
duce waste prohibited by this act, if 
such property alone was considered, 
shall not justify such party in violat­
ing any rule, regulation, order or 
iudgment regulating or affecting not 



SENATE JOURNAL. 107 

only such property, but all other water, and its relationship to waste; 
property." Will you give the com- just give a general summing up. 
mittee your interpretation · of that A. A rapid intrusion of salt wa­
section, and what might be included ter calls for a rapid extraction of that 
in that, making some illustration, if salt water, or lifting to the surface 
you have one in mind? 1 by mechanical means, natural fiow-

A. That clause in my opinion Ing, or otherwise, but on its arriv­
presumes the possibility of a well ing at the surface some disposition 
being produced without physical must be made of it. The disposition 
waste with regard to that well in is naturally looked for locally; but 
isolation. But while such a thing in <>rder to take large quantities of 
can happen, and it can be produced salt water· locally, our agricultural 
itself, within its own limits, without lands can only assimilate very small 
physical waste occurring within those quantities or limited quantities, or 
limits, physical waste might occur fresh water rivers can only assimilate 
as the result of those local opera- limited quantities. If produced in ex­
tions in some <>ther neighboring cess of those quantities it naturally 
area; therefore, if you treat it ·in results in certain damage to lands, 
the pool as a whole, while it may not and if produced in excess of reason­
of itself show physical waste, it is able quantities, the cost becomes un­
being produced in such a manner r.easonable, and wells are prema­
that physical waste is a resultant turely abandoned, as a result of that, 
from an external point of that well. although there is still oil that might 

Q. Would you say this is a typical be recoverable if that salt water were 
illustrati<>n: A well might be produc- not accompanying it in such an 
ing 2500 barrels of oil, with no evi- amount. Therefore, the amount of 
dence of physical waste-in other salt water accompanying the amount 
words, a perfect well; but by pro- of oil in any one well is a factor in 
ducing that amount of oil it brings determining whether all that oil will 
in salt ·water into an adjoining well- be produced out of that well or not. 

A. Yes, sir. Therefore, the salt water dispo2ition 
Q. In that instance that well it- in East Texas will have a bearing on 

self- the time in which otherwise profit-
A. Exactly. able wells will have to be abandoned. 
Q, -was not producing-bring- Q. · Now, one more question and 

ing about physical waste, but its op- that it all. In respect to the amount 
eration was producing physical waste or quantity of gas energy in the 
in adjoining wells? Van field and in the Big Lake field, 

A. Yes, sir, and we will say fur- which is the greatest? 
thermore it has the lowest gas-oil A. The amount of energy in the 
ratio, t~~refore, indicating rem11;rk- Big Lake field is, I would say, 
able .eff1c1ency, but at the same time twenty or thirty or forty times more 
it is taking . remarkably large. than in the Van field. The greater 
amounts of fiu1d out of the sand. amount of energy being available 
Taking large amounts of fiuid out of allows a greater amount to be used 
the sand brings in large amounts of with the same efficiency. 
water, and bringing in large amounts Q. And without producing waste? 
of water may do damage externally A Yes sir 
to the lease from which· the large · ' · . . 
quantity of fiuid was beins. taken. . Q. Mr. Chai:man, I behev~ that 
That is the manner, in spite of the IS all the .questions that I desire to 
low ratio and no apparent waste, con- ask the witness. 
siderable damage may be done. Fur- Senator Small: I would like to 
thermore, with respect to the magni- ask one question. 
tude of waste occurring on the sur­
face as compared with the waste oc­
curring underground, the under­
ground waste is several times more 
than the surface waste. 

Q. Now, Mr. Foran, if you can, I 
would be glad for you to state in 
.more or less general terms, and with­
put any extended explanation, unless 
s0meone calls for it, the effect of salt 

Questions by Senator Small. 

Q. Assuming that the oil gas 
ratio is what it should be, don't you 
consider it waste to blow that gas 
that is necessary to raise the oil in 
the air? Don't you think that would 
constitute waste? 

A. Unless it is necessary to de­
termine the nature ot a new pool 
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which is not comparable to other or casinghead gasoline in the State 
pools, yes, I do, with that exception. or Texas and no reason for not treat-

Q. Don't you believe that the ing it. 
proper conservation or our natural Q. From an operating standpoint, 
resources will demand that we ron- It there anything particularlv dif­
serve the necessary gas that comes ficult about gathering that gas? 
out in the orderly production or an 
oil well? That is the same question A. Xot ir the Cield is properly 
I asked you before. regulated. 

A. Well, Senator. if eightv per Q. If the wells are sufficiently 
cent of the energy-I mean ·ir all I close together. you could get a group 
the energy is required to mo~e that of _wells that• would maintain an 
oil, if there is a necessity for the I ordinar~ plan_t · . -· 
oil, I think you are justified in dis- A. \es, sir, both in the Kilgore 
posing of the gas into the air if its area and the Joiner area and cer-
energy has been properly used. lain sections of the North, yes. sir. 

Q. You know as a matter of fact Q. That gas is being blown into 
do you not. that a great number of the air ~ith no effort to conserve 
these gasoline plants have been ex-1 the gasollne content, or ~o c_onserve 
tracting the gasoline from the gas the fuel element that 1s in that 
and competing with this cheap oil in gas? 
East Texas, and still operating ap- A. Yes, sir. Some of it is. and 
parently at a profit? some of it is being burned for fuel 

A. Will you state the question in the boilers, but being burned 
again? without being processed for gasoline 

Q. Don't you know as a matter of first. 
fact that a number of them, a num- Q. That that is being hurned, 
ber of these gasoline plants that they are losing the gasoline con­
have been extracting gasoline from tent? 
this by-product, the gas, have been A. Yes, sir. 
going ahead and competing in the Q. But doesn't add to the heat 
gasoline market with this cheap oil qualities? 
that we have in East Texas? A. No, sir. 

A. Yes, sir. they have. 
Q. A large number of those 

plants in West Texas are still operat­
ing? 

A. Yes, sir. 
Q. Operating at a profit, regard­

less of the fact that East Texas is 
producing ten and fifteen cent oil? 

A. If they happen to have a local 
market for that gasoline, yes, sir. 
they do, but as a straight gasoline 
produrer they might not. Thev 
might be operating at a loss at the 
present time. 

Q. Regardless of the cheap price 
of East Texas oil they are going 
ahead with their operations? 

A. Yes, sir. 
Q. And the gathering process in 

East Texas would not be more com­
plex than would be found in cer­
tain Panhandle areas that are at this 
time conserving that gas? 

A. Exactly. If the field was 
properly regulated it would enable 
the operator to profitably extract 
the gasoline and blend It with the 
refinery product. It is the excess of 
crude then that displaces this gaso­
line. If pr{\Perly controlled there 
would be no such thing as an excess 

Questions by Senator Pollard. 

Q. Isn't It true that you stated 
yesterday that the gas pressure In 
the East Texas field is not as great 
as that in other fields? 

A. No, sir, I stated that the gas 
pressure in the East Texas field was 
from a maximum of eight hundred 
pounds in the pumping well area­
l mean a minimum of eight hundred 
pounds, to a maximum of fifteen 
hundred and fifty pounds in the 
\Vest Joiner area. 

Q. What is the pressure In the 
Van field? 

A. The casinghead pressure Is 
about eleven hundred and twenty 
pounds, the actual bottom hole pres­
sure about eleven hundred and 
ninety pounds or twelve hundred 
pounds. 

Q. The Van field is under the 
unit plan of control? 

A. Yes, sir. 
Q. Owned entirely by the major 

oil producing companies? 
A. I think there are some small 

individual operators, but they are 
outside what is known as the unit­
ized area. 
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Q. I think there are only one, 
two or three. 

A. That may be. 
Q. I know that field pretty well. 
A. I will accept your opinion on 

that. 
Q. How many casinghead gaso­

line plants have they in the Van 
area? 

A. I don't know. 
Q. They don't have any. 
A. I don't know; probably not. 
Q. I don't know of any. Well, is 

there waste there by reason of not 
having any? 

A. No, sir. 
Q. Why is there waste in the 

East Texas field and not in the Van 
fields? 

A. Because the East Texas field 
is producing more than is necessary. 

Q. All right. They are not pro­
ducing as much gas as in the Van 
field. 

A. But the East Texas field has 
a spacing of three hundred feet. 
Van isn't subject to that evil. 

Q. There are more wells per 
square acre in the Van field, pro­
dudng today, than there is in the 
East Texas area, as compared to 
production, the number of acres that 
will produce in each field. 

A. But in the Van field the gas 
oil ratio has remained constant. As 
long as it does that is the best in­
dicator there is no waste because 
with the increasing distaiice from 
which the gas has to be drawn in 
blowing into the well, in spite of 
that ever increasing distance, still 
the same amount of gas does the 
work. That is due to the choking 
of the wells and the manner in which 
the field is regulated. That is why 
seventy wells in the Joiner area 
have stopped flowing. 

Q. What is the gasoline content 
of the gas in the Van area? 

A. I imagine very dose !to the 
content in the other pool. 

Q. What is the waste in the East 
Texas field wher~ it takes three 
hundred cubic feet to lift a barrel of 
oil, when there is no waste in the 
Van field where it takes four hun­
dred and fifty cubic feet with the 
same content of gasoline? 

duction do you have in the Van field 
today? 

A. Approximately fortY-t h r e e· 
thousand. 

Q. How many in the East Texas 
field? 

A. About four hundred thousand 
Q. Three times four hundred 

thousand is a hundred and twenty 
million? 

A. Yes, sir. 
Q. And forty-
A. (lntenupting)-times three 

hundred is twelve million. 
Q. Now, wa.it a minute, you are· 

wrong. Multiply that out. 
A. It is twelve million nine hun­

dred thousand, to be exact. 
Q. Then you have a production 

Of one-thirteenth as much in the 
Van area as you have in the East 
Texas a.rea, and you are producing-

A. (lnterrupting)-one-tenth as 
much gas. 

Q. No. 
A. Twelve million is one-tenthc 

of a hundred and twenty million. 
Q. Then your ratio of gas is one 

to thirteen-I mean oil, and your 
ratio of gas is one to ten. You are 
producing more gas and it is escap­
ing,-why isn't that waste? 

A. You are producing more gas·. 
where? 

Q. In the Van field. 
A. Your ratio there is the same' 

as in East Texas. 
Q. Yo\\ testified in answer to· 

Senator Purl tha.t it was four hun­
dred and fifty-

A. (Interrupting) I said •I 
would recognize four hundred and 
fifty feet as a reasonable figure. 
They are much below that due to 
their efficiency. 

Q. You know that? 
A. Yes, sir. 
Q. When did you examine that 

field? 
A. I have personally looked over 

the records of the Pure Oil Com­
pany, the people operating that field. 
They are operating for a number of 
other companies. I got that figure 
from their petroleum engineer their 
chief engineer. ' 

Senator DeBerry: I would like 
to ask him two or three more ques­
tions. 

Questions by Senator DeBerry. 
A. If the Van field was producing 

anything like the hundred and forty 
million feet of gas daily that the 
East Texas field is, I would agree Q. When ·you were testifying a 

while ago with respect to a firm you 
many barrels of pro- worked for in West Texas, that they· 

with you. 
Q. How 
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had to abandon some wells out there,, imply that East Texas oil had to be 
because t~ey couldn't sell o~l at ':'-s fifty cents. '.['his very lease I am 
much a~ 1t cost to produce 1t. Did speaking of is drawing forty cents. 
you testify t? that? . Q. It is worth more than East 

. A. No, sir. I testified that they Texas oil? 
discussed the matter whether it · 
would be better to abandon some of A. Yes, sir. 
those wells or to wait for a price Q. Why? 
which would enable them to produce A. By virtue of its demand. 
the oil, and the whole question was Q. Is it better oil? 
how long would the present chaotic A. No, sir but more in demand 
conditions exist. If they would be. there locally. ' 
rectified in a hurry we would pre- I Q. Local conditions make it 
serve the wells, and if not we would I worth more? 
abandon them a_nd take the loss. A. Yes, sir, purely a local con-

Q. At the time that occurred 1 ditlon. 
what was crude oil selling for in I Q. If these conditions continue 
East Texas? to exist in East Texas those wells 

A. Ai;iywhere from twenty to I will have to be abandoned? 
guess thirty-five . cents. . ' A. They w!ll, yes, sir. 

_Q. If that price had been ma1~-1 Q. How much-you say oil will 
tamed and not gone any lower Ill have to go back to fifty or fifty-five 
the East Texas field, how: loi:g cents, somewhere along there? 
co?ld yo~r people ~ut there stay Ill A. In that locality; not neces-
ex1stence · , sarily in East Texas 

_A. They couldn't have stal'.e.d in Q. In that localit· ? 
existence under those cond1t10ns. A Yes sir Y 
When the price of oil in North Tex- Q: In 'othe~ words, general oil 
as came down to fifty-one cents a conditi s "ll h t t t h 
barrel the matter came up immed- on wi ave 0 g_e 0 w ere 
iately, because the lifting costs were it _wl!l sell in that locality for that 
bigher than that figure. price· 

Q. In other words, East Texas A. Yes, sir. . 
oil will have to get back to fifty Q. If general conditions have to 
cents per barrel before they can get s? th3;t tha.t oil there Will have 
.economica.lly .produce oil there on to brmg s1xty-e1g~t cents per barre~. 
those holdings; is that right? and E3;st Te_xas is to blame for 1t 

A. Something like that: around not bemg sixty-eight cents: would 
there, yes, sir. East Texas t~en be wasting 011? 

Q. I understood you to testify A. I don t ~no:w· 
thjlt if oil was produced in such Q. . You said it w~uld be waste 
-quantities in East Texas so that when it was below fifty cents, if 
wells of that nature had to be closed they created the condition that 
,down, that would be a physical makes your people sell below fifty 
waste? cents, you said it was a physical 

A. Yes, sir, I would call it that, waste? · · 
if those wells bad to be closed A. It does result in that. 
down as a result of no regulations Q. If it takes r.:xty-eight cents 
in neighboring pools, certainly it for them to get by, an~ East Texas­
bas its effect. I consider it in the on account of somethmg happening 
State of Texas a conservation prob- In Eas_t Texas-is responsible for oil 
Jem. not gomg up to sixty-eight cents, will 

Q. These rules and regulations East Texas be wasting oil? . 
will have to get oil up to where It A. It would be responsible in a 
will sell above fifty cents before n;ieasure for the waste of oil, yes, 
your people can operate at a profit, sir. 
or even at a cost of production? Q. I asked will It be wasting oil? 

A. No, sir, it would have to be A. In that light, yes, sir, It 
fifty cents in that locality, but not would be waste. 
East Texas. Oil there this morning Q. Ali right. If conditions get so 
is forty cents a barrel, and only half out there in those holdings that they 
that in East Texas. The East Texas can't get that oil out of there-that 
price does not have to· rise to fifty they have got to get eighty-two cents 
cents; If it did that would become in that local territory before they 
very profitable property. I did not can operate economically or make 
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a profit, then .if East Texas is to I A. Unnecessary storage is waste 
blame for holding oil down so they in mY opinion. 
can't get eighty-two cents; is East Q. That is an entirely different 
Texas still wasting oil? proposition? 

A. No, sir, eighty-two cents is a A. I thin~ it is exactly the same. 
reasonable price for the oil regard- Q. I don t see where storage 
Jess of what East Texas does. comes into .it. You .could produce 

Q Al · ht 1 j t t d t too much without havmg extra stor-
. rig , !ls wan e o. s~e age? 

where that dead !me wa~. I didn t A. If you produce more than is 
kno'Y how deep I wa~ gomg to have consumed, where does it go? If it 
to dig. We got to eighty-two cents isn't consumed, where does it go? 
before we stopped. Q. I will answer that by asking 

A. I didn't say that necessarily. you a question, is there an excess 
Local conditions up there have some- in storage in East Texas? 
thing to do with it also. A. No, but there is in other 

Q. Well, isn't it a fact that this places that is available for the mar-
Board-when you create this Board, ket. , 
if you say it is a physical waste now,. Q. Where? 
when East Texas is causing it to sell A. California has an excess. The 
below fifty cents, and then I asked I eastern seaboard has an excess. 
you about sixty, and when I got to Q. In storage? 
eighty you said you didn't think A. One of your men just told me 
East Texas could be blamed for it an enormous excess in crude is from 

·because that would be a fair price foreign ·countries. Certainly there is 
regardless of all things. Isn't it an excess. 
evident then that this Board that Q. Is there any m1:>re oil in stor­
has to prorate East Texas to save age today than there was twelve 
physical waste in West Texas, months ago? 
wouldn't they have to arrive at that A. I don't know. 
figure whether it be fifty-three, Q. Is there any more oil in stor-
sixty-eight or eighty-one cents? age today than there was eighteen 

A. That is an administrative months ago? 
problem for them. A. I don't know. 

Q. That is going to cause an Q. Why do you say there is am 
argument, will it not sooner or later excess in storage? 
because everYbody knows the whol~ A. I didn't say there was an ex-
ruckus is about the price. Now I cess in storage all over. 
want to ask one more question ~nd Q. Didn't you say there was an 
I will release the witness. Do you excess in stora.ge now? 
think that to carry out your ideas A. I said there is a lot of oil in 
of conservation that it can be ac- storage. 
complished by ~· bill that does not Q. Didn't you say there is an ex­
define as physical waste oil produced cess .in storage now causing a de­
in excess of a fair market demand. pressing effect on the market? 

A. I stated that very clearly that A. I haven't discussed that at 
oil produced in excess of the m~rket all. . 
demand results in unnecessary stor- Q. All right, that lets you out 
age, and therefore physical waste. on storage. . . 
That is in the record. " A. I . sa~d if there was excess 

Q. And you say that a bill that stora.ge, it is waste. 
does not carry that will not accom- (At this point, on motion duly 
plish the purpose for which you have made and_ seconded, the committee 
been employed to try to help get the I recessed until Friday morning, to 
oil industry out of. convene immediately upon adjourn-

A. That is one of the measures. ment of the Senate.) 
That is not the only one. 

Q. I understand, but to make a' EIGHTH DAY 
complete bill, or to accomplish what · 
you seek to accomplish you think Senate Chamber, 
and you say that a bill will have to Austin, Texas, 
have as one of its definitions of waste July 24, 1931. 
that it Is waste to produce oil in ex- The Senate met at 9 o'clock a. m., 
cess of the market demand? pursuant to adjournment, and was 


